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Kohl calls for 
a compromise 
over choice of 
ECB chief 

Germany's Chancellor Kohl has 
called for a compromise in the 
Franco-Dutch dispute over the 
choice of a head of the future 
European Central Bank. Mr Kohl 
said he was worried that uncer- 
tainty could trigger instability in 
the financial markets. Page 20; 
Observer, Page Iff 

ITTe Harold Po ne o n dies 

Harold Geneen, who has died at 
87, created a new style at corpo- 
rate management Joining ITT s 
board in 1SS8, he turned it from a 
loose collection of telephone 
systems and production compa- 
nies into the world’s most suc- 
cessful conglomerate - pud the 
model far a string of imitators. 
Page 22 

Ptavctc retools demands 


Plavsic has rejected western 
demands to hand over her rival 
Radovan Karadzic for trial on 
war crime charges. Page 4 

nocmranas xopwcco bmr 

An EU ban on tobacco advertis- 
ing grew more likely at the week- 
end after, the Netherlands cabinet 
voted to outlaw nearly all ciga- 
rette promotion. Page 4 

Setback for WMgaf 

German finance minister Theo 
Waigel suffered a political set- 
back when Bavaria's Christian 
Social Union confirmed hi™ as 
leader, but with a lower share at 
the vote. Page 4 

EU throat to US fur treda 

The EU is warning it will ban US 
fur imports from nest week 
unless Washington presents new 
proposals to phase out ‘inhu- 
mane” leghold traps. Page 4 


Is it gobbledegook or 
syntax avoidance? 

A deadly syndrome called “Shod- 
dJpush”, which wmi™ businesses 
rot from the Inside, Is a winner 
in the first Financial Thnes/Man- 
agement Consultancies Associa- 
tion Business Jargon Competi- 
tion. Today readers who sent in 
examples can see what the 
Judges made of their submissions 
- from a haraebianket strategic 
plan to a tuna cannery mission 
statement. Page 10 


Netanyahu firm cfosoot aida 

Israel's prime minister Benjamin 
Netanyahu has caved in to pres- 
sure from his rightwing Likud 
party by dismissing Avigdor Ue- 
berman, his chief of staff and 
closest confidant, after denuncia- 
tions by senior figures who 
resented his secretive relation- 
ship with Mr Netanyahu. Page 5 

Jo spin attacks Chirac 

French PM Lionel Jospin has hit 
back at president Jacques Chirac 
over his criticism of employment 
policies. Page 4 


Ship owners may be told to mod- 
ify bow doors and loading ramps 
of roll-on, roll-off ferries after the 
inquiry into the 1994 Estonia 
disaster in the Baltic. Page 20 

Coll for labour ftaodblBiy 

Europe's labour markets must be 
much more flexible and efficient 
If Emu is to succeed, says a Euro- 
pean C ommissi on paper. Page 4 




Anglo AmUc o n corporation, 
the world's biggest gold pro- 
ducer, is beheved to be preparing 
to announce a restructuring to 
unite all its gold mining 
operations and assets into a sin- 
g|e company. Shares in the com- 
pany, which is now based in 
South Africa, would be traded in 
Johannesburg, London and else- 
where. Page 21 

— la n uwn e choft, the German 
industrfal ahd trading group 
which nearly collapsed in 1993 
after heavy losses on US oil 
futures trading, is proposing to 
pay a dividend for the first time 
in five years. Page 28 

Dow Jonas, flip financial 
information group, is under 
attadc after ft said it would start 
to levy monthly fees for online 
access to the Dow Jones Indus- 
trial Average. Page 22 


Pharnaocsutlcals sales in 10 of 
the largest national markets rose 
7 per cent to $107.4hn far the year 
to September, excluding 
exchange rate movements, with 
the US market increasing its 
dominance. Page 5 

NTT, Japan’s largest telecoms 
carrier, reported flat sales and 
profits fear the first half of the fis- 
cal year and said the growth of 
mobile comm unications and net- 
working had eaten into its tradi- 
tional telephone business. 

IndopomSoat UK radio and 
television companies may set up 
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tighter restrictions on the BBCrs 
commercial activities and its pro- 
motion of new ventures on exist- 
ing channels. Page 6 

Unemployment in Germany 

could rise above 5m in January 
or February if the winter is 
harsh, said Rolf Paffekoven of the 
government’s council of eco- 
nomic advisers. Page 4 

Economist fetteMsanoa Unit 

cut fts forecast for world eco- 
nomic growth next year from 3.9 
per cent to 3J per cent citing 




Tim Jackson, Page 11 
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Repackaging charges 
to win new customers 

Marketing, Pag* 11 
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Generali builds 
$11.8bn fund 
for takeover 
fight for AGP 

Assteuraaoni Generali, Italy's 
largest insurer, plans to create a 
L20,000hn ($11.8bn) war chest to 
strengthen fts chances in its bat- 
tle against Allianz of Germany 
for the takeover erf French 
insurer AGF. Page 21 

Bomaala Dortmund, the 

European soccer champions, took 
a step towards becoming the first 
German football dub to float its 
shares as members agreed to 
transform the mutually owned 
dub Into a shareholding com- 
pany. Page 21 


Broker’s likely collapse would be Japan’s biggest corporate failure 


Tokyo moves 
to contain 
Y amaichi 
turmoil 
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national bw — tmut Bmk of 

the Netherlands, controlled by 
the state, is to wind up Its stock- 
broking subsidiary, NIB Securi- 
ties, after it was implicated in a 
scandal surrounding alleged 
insider trading <md money laun- 
dering on the Amsterdam bourse. 
Page 21 

The French gove rnm ent Is 

planning tn malra FFKW. gfaq 

C$4.7bn) of capital contributions 
to public sector companies in 
1998, according to a parliament 
tary report Page 4 

UK financial w atc h do g Howard 
Davies, chairman of the Finan- 
cial Services Authority, criticised 
global mergers among the Big Six 
accountancy firms in a move that 

wvrre a se fl the phq p fp ja of tha deals 

being blocked by the European 
Commission. Page 20 

UPM Kymmena of Finland, the 
weald's largest magazine-paper 
producer, revived bond markets 
with the response to its doubled 
$80Qm corporate bond offering. 
Page 21 


By GUDan Tett In Tokyo 

Bask of Japan directors will hold 
an emergency meeting this morn- 
ing to agree steps to prevent the 
expected collapse of Yamal chi, 
the country’s fourtb-largest bro- 
ker, from spiralling Into a 
broader financial crisis. 

The bank is likely to approve 
the provision of unsecured loans 
to protect Yamaichi’s depositors 
in a move Intended to avoid a 
collapse of confidence in the sys- 
tem, nffirialtt said. 

The move comes as Yamaichi 
is today also poised to announce 
its effective cessation of business, 
after failing into a severe liquid- 
ity czias last week. 

With an estimated YS^OObn 
($25£bn) of liabilities, the likely 
collapse would mark Japan's big- 
gest corporate failure. 

Consequently, the government 
hopes to finalise a scheme for 
handling the failure before the 
fin ancial markets open in Lon- 
don and New York today. Japan's 
markets are closed for a holiday 
until Tuesday. 

Although firm figures an the 
balance sheet have not yet 


emerged, government officials 
yesterday indicated that Yam- 
aichi Securities had some 
Y&200bn of liabilities. If affiliated 
companies were included as well, 
the total could rise to YS.OOObn, 
they suggested. 

As a further twist, it emerged 
that the company was holding 
more than Y200bn off-balance 
sheet liabilities. These were con- 
cealed through a practice known 
as tobasfri, where companies shift 
losses from one account to 
another. They had been hidden 
from Japanese regulators partly 
through companies in the Cay- 
man Islands, officials said. 

The Ministry of Finance said 
these “hidden" liabilities could 
be covered by the group’s 
resources: the group had more 
than Y400bn in its capital 
account, it said. The Securities 
and Exchange Surveillance Com- 
mission, Japan's financial watch- 
dog, was conducting urgent 
investigations. Criminal action 
had not been ruled out, they said. 

But revelations of these con- 
cealed losses threatens to harm 
investor confidence in Japan's 
frnanrial system. Rumours about 




such losses have circulated in 
Tokyo for several years, but 
there has been no previous evi- 
dence of them. 

Yamaichi’s likely collapse 
en rol s amid other signs of finan- 
cial turmoil in Japan. Sanyo 
Securities, the country's seventh- 
largest broker, and Hokkaido 
Takushoku, the 10th largest com- 
mercial bank, also failed this 
month. 

The Ministry of Finance and 
Bank of Japan pledged that the 
Y24,000bn worth of customers 
assets held by the group would 
be protected. Meanwhile, signs 
emerged yesterday that Yam- 
aichi’s likely collapse was spur- 


ring a new acknowledgement 
within Japan that public money 
would be needed to support the 
country's financial system. 

Until recently, the idea was 
regarded as politically unfeasible 
because the government’s use of 
public funds to resolve the jusen 
crisis in 1995 - affecting Called 
housing-loan companies - had 
sparked off public protest 

But officials at the Bank of 
Japan and the finance ministry 
say privately they will back the 
use of public funds. Politicians 
from Japan's ruling Liberal Dem- 
ocratic party yesterday said they 
had drawn up plans to raise the 
assets of the deposit insurance 


corporation - Japan's existing 
industry scheme for coping with 
failures - through the issue of 
bonds. 

The method of Yamaichi's 
expected closure remains 
unclear. One option would be to 
seek a voluntary liquidation. 
Industry sources indicated over 
the weekend that this was the 
route the company had decided 
to take. Another possibiiity 
would be bankruptcy or even sale 
of part of the group's operations 
to another party. 

Asia in crisis. Pages 2 and 3; 

Bombshell. Page 19; Lex, Page 
20; Bad debts. Page 22 


Stock markets braced for renewed volatility 


By Gary Mead In London and 
WBfam Lewis hi New York 

The world’s stock markets are 
braced for renewed volatility 
today in response to the crisis 
surrounding Yamaichi. 

The turmoil around Yamaichi 
is likely to produce "heightened 
tension in the world's financial 
markets”, said the chief econo- 
mist with a London stockbroker 
yesterday. 

“T cannot see markets making 
much headway against this back- 
ground. Part of the concern is 
that some of Japan's leading 
institutions are clearly not con- 
ducting their business along lines 


of best practice," he added. .■ 

News of the depth of Yam- 
aichi's problems began to filter 
out late on Friday, by which time 
many leading stock markets bad 
closed. On Wall Street, which 
was still open, the Dow Jones 
closed at 7,881.07, up 54.46. 

Earlier, the FTSE 100 had 
nudged 5.000 once more, at 
4,965 A, 77.4 up on the previous 
close. The Nikkei had ended its 

day at 16.72L58, mare than 413 
points higher. 

New York traders and econo- 
mists said the Japanese govern- 
ment’s apparent willingness to 
let Yamaichi fail would he 
viewed positively. 


“The basic fact will not be a 
surprise to the market hut in this 
whole process (me of the critical 
issues far the outlook in Japan is 
how the authorities come to grips 
with the problems In their finan- 
cial sector,” said John Lipsky, 
chid economist at Chase Manhat- 
tan. 

“Readjustments which could 
include Yamaichi are hopeful 
signs that the Japanese authori- 
ties are becoming more forth- 
right in dealing with these prob- 
lems. That is a positive sign.” 

Giles Keating, London-based 
chief economist at Credit Suisse 
First Boston, said Yamaichi’s 
problems were “very dou- 


ble-edged”. “The closure, if such 
it is, of any big financial institu- 
tion is traumatic. On the other 
hand this could mark a major 
milestone in the reform of 
Japan's financial system.” 

Senior staff at Yamaichi’s two 
wholly-owned subsidiaries in 
London - the 50-strong Yamaichi 
Bank (UK) and the 270 staff at 
the securities firm Yamaichi 
International Europe - went to 
their offices, seeking news. Most 
expected to be sent home imme- 
diately today, with only a few 
being retained to assist In wind- 
ing-up the businesses. 

A non-Japanese London man- 
ager at Yamaichi International 


said yesterday: "There is a degree 
of bitterness, fed by the constant 
reassurances from Tokyo that all 
was fine. Those were clearly lies. 

“I don't think the [predomi- 
nantly Japanese] management in 
London was lying to us, they 
were probably being lied to them- 
selves. 

“Even last week we were told 
that London was the jewel in the 
crown of the Yamaichi empire, 
and that the bank in Tokyo was 
financially sound." 

The Tokyo Stock Exchange is 
closed for trading today, a public 
holiday. 

Global investor. Page 24 


Clinton urges Apec to 
make Asia top priority 
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Los Afttfdu' Tokyo- Hongfong 


By Guy do Jonquteres 
fai Vancouver and 
John Burton in Seoul 

Bill Clinton, the US president, 
began a series of private talks 
last night with leaders of Asian 
countries, including Japan and 
Korea, on the financial crisis in 
the region. 

Mr Clinton said on his way to 
Vancouver for the Asia-Pacific 
Economic Co-operation forum 
that stabilising Aslan finance 
markets should be a top priority 
for the organisation's two-day 
annual summit, which begins 
today. “Our prosperity requires 
it,” he told Americans. 

Mr Clinton added that the US 
had made no decision on whether 
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to contribute to a support pack- 
age for South Korea ted by the 
International Monetary Fund. He 
said talks were continuing 
between South Korean authori- 
ties and the IMF but refused to 
commit W ashing ton to the kind 
of financing ft made available to 
Indonesia. 

It was “completely premature” 
for the US to make a judgment at 
this stage, be said. 

Pacific rim governments vowed 
yesterday to press ahead with lib- 
eralisation of trade and invest- 
ment and to keep their markets 

Continued on Page 20 
Asia in crisis. Pages 2 and 3 
Bitter medicine. Page 18 
Editorial Comment, Page 19 
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NEWS: ASIA IN CRISIS 


Scandals and market forces unseat Y amaichi 


I n a noodle bar in down- 
town Tokyo on Saturday 
afternoon, a television 
was blaring. But instead or 
the usual weekend fare of 
games shows and sport, it 
offered non-stop coverage of 
the collapse of Y amaichi. 

“How could this happen?" 
asked a middle aged man, 
who like other restaurant 
customers was watching, 
mesmerised, as the tale 
unfolded. 

It is a question that much 
of Japan might ask. The 
answer provides a striking 
reflection of structural 
changes that have occurred 
in the system in recent 

years. 

Until the 1960s, Yamaichi 
basked in the glory of being 
Japan's largest broker. But 
in 196s, a downturn in the 
markets suddenly threat- 
ened to tip the group into 
bankruptcy. It was saved 
then by concerted govern- 
ment action. But It never 
quite recovered its former 
glory, remaining the small- 
est of the “Big Four" bro- 
kers. 

In the heady days of the 
1980s, this barely mattered: 
Yamaichi recorded a record 
profits of Y230bn ($1.8bn) In 
fiscal 1989. as stock prices 
soared. But the crash of the 
bubble tipped the group into 
a loss in fiscal 1991. And as 
the decade progressed finan- 
cial pressure grew. 

Last year, the group 
reported a small pre-tax 
profit of about Yingbn. But 
it was forced to provide a 
Yl50bn bail-out for Yamaichi 
finance. And from the early 
1990s there were persistent 
rumours in the markets that 
the company was concealing 
large market losses - partly 
through tobashi deals. 

This summer the c lima te 
became worse. Analysts 
started to warn that the 
company could be badly hurt 
by the Japanese govern- 
ment’s planned Big Bang 
deregulation, and, in particu- 
lar, abolition of fixed com- 
missions. Rumours of 
tobashi trading erupted 
again - and prompted 
threats of legal action by the 
company. 

And then, Nomura Securi- 
ties, Japan's largest broker, 
became entangled over a 
scandal about payments to 
sokaiya corporate racke- 
teers. Many officials within 


Gillian Tett charts the reasons for the downfall of Japan’s once-biggest broker 



Rising tide of financial failures 


A reporter tries to interview Yamaichi Securities staff outside company headquarters 


□ Dec 12, 1994: Tokyo 
Kyowa Credit Union and 
An2en Credit Union collapse 
and move operations to a 
newly created government' 
sponsored bank, Tokyo Kyo- 
dou Bank. 

□ July 1995: Cosmo Credit 
goes under, operations 
replaced by Tokyo Kyodou 
Bank. 

□ Aug 1995: E3zu Credit 
Union goes bast Resolution 
and Collection Bank, an 
entity transformed from 
Tokyo Kyodou Bank, inher- 
its Its operations. 

□ Aug 1995; Hyogo Bank, a 
regional bunk, fafls with its 
operations replaced by 
newly fanned Midori Bank. 

□ Dec 1995: Osaka Credit 
Union fails. Operations 
tafcpn over by Tokad ftwir. 

□ March 1996: Collapse of 
Taiheiyo Bank, a second-tier 
regional bank. Wakashio 


Bank later created to take 
over its operations. 

□ Nov 1998: Hanwa Bank, a 
regional bank, bankrupt Kii 
Yokm Kami Bank formed to 
absorb its operations. 

□ April 1997: Nissan Mutual 
Life Insurance ordered to 
end business operations. 
Existing policy contracts 
taken over by newly created 

Abba Life Insurance. 

□ May 1997: Ogawa Securi- 
ties, a smaller brokerage, 

files for voluntary closure. 

D Oct 1997: Kyoto Kyoei 
Rank, a regional bank, col- 
lapses with operations to be 
shifted to another regional 
bank, Kofukn Bank. 

□ Nov 3. 1997: Sanyo Securi- 
ties, a second-rim broker- 
age, files for bankruptcy. 

□ Nov 17, 1997: Hokkaido 
Takoshokn Bank goes under 
with operations taken over 
by North Pacific Bank. 


Japan's finance ministry had 
initially hoped this scandal 
could be limited to Nomura, 
since it was the broker best 
placed to survive the blow. 

But some officials in the 
Tokyo prosecutors office had 
other plans: in July the scan- 
dal spread to Yamaichi as 
well. 

The company responded, 
like the other brokers, by 
removing its president and 
chairman, and nine other 
senior managers. But a host 
of clients quietly suspending 
ties with the group, and 
business fell accordingly. 


Thus far, Yamaichi's prob- 
lems appeared manageable. 
Though the group was the 
only leading broker to record 
a loss in the first half of the 
year, it was only Y2.7bn. Its 
capital adequacy ratio - the 
normal measure of financial 
strength - was 248 per cent 
a level slightly below the 250 
per cent deemed healthy by 
western analysts, but well 
above the 120 per cent 
required by the government 
But early this month the 
business climate changed, 
when Sanyo Securities. 
Japan's seventh largest bro- 


ker, failed. Until then, such a 
failure was thong ht Impossi- 
ble. Moody's, the US credit 
rating agency, for example, 
wrote earlier this year that 
“the Japanese government 
would Intervene to prevent 
the failure of a major securi- 
ties firm". 

But following Sanyo’s fail- 
ure, Moody's then warned 
that It was considering 
downgrading Yamaichi’s 
debt to junk bond status. 
This in turn triggered a 
sharp loss of confidence 
among western investors. A 
host of fund managers 


stopped using the group. 
Yamaichi’s share price col- 
lapsed. 

And most cr ucially , scene 
of Yamaichi's traditional 
Japanese allies also dis- 
tanced themselves. Fuji 
Bank, Yamaichi's main 
shareholder, quietly spumed 
requests to rescue the broker 
- partly because of fears 
about its own plunging 
share price Indeed there are 
hints the was qui- 

etly distancing itself well 
before this month: between 
April and September this 
year Fuji’s loans to Yam- 


aichi fell from YSbn to 
Y2£bn. 

By early last week reports 
had emerged that some west- 
ern banks were cutting 
credit lines, and there were 
continuous withdrawals on 
Yamaichi’s assets, which 
totaled some Y24.000bn at 
the end of September (or 20 
per cent lower than six 
rnnmths earlier.) But the gov- 
ernment still hoped the com- 
pany could be saved 

Officials ruled out overtly 
using public money - largely 
because the sokaiya scandal 
m eant that there was little 


popular support for brokers 
at the moment But the com- 
pany offered to unveil a 
restructuring plan. And 
efforts were made to find a 
foreign partner. 

However, foreign groups 
shunned the offer, partly 
because of fears about Yam- 
aichi's hidden losses. And by 
Friday night, when Moody’s 
confirmed that it would 
downgrade Yamaichi's debt 
to junk bond status, the 
Inevitable was faced: the 
company held an emergency 
board meeting to consider 
liquidation. 

On Saturday morning, the 
Ministry of Finance tried to 
seize the initiative again. It 
declared that it bad 

“ordered" the company to 
produce a solution by Mon- 
day, and "revealed" the 
group was suspected of ille- 
gally concealing losses. Cyn- 
ics suspect this might reflect 
the ministry's attempts to 
depict Yamaichi’s problems 
as an isolated criminal case, 
rather than a potentially 
repeatable business failure. 
Ministry officials, for their 
part, insist they only 
“recently” became aware of 
the issue. 

Esther way, the allegations 
have come as yet another 
blow for an already scandal- 
weary Japanese public - and 
another sign of the growing 
power of market forces in 
Japan. “Thirty years ago 
this would not have hap- 
pened - the stock market 
could be manipulated and 
groups like Moody's did not 
matter." said one western 
banker. “The difference now 
is that the power of the mar- 
kets is really starting to mat- 
ter in Japan." 


TOBASHI REFINED AS A WAY TO HIDE EMBARRASSING LOSSES 


By GiHlan Tett In Tokyo 

japan hat long bad dark financial 
secrets. The practice of tobashi 
deals, though, is one of the mur- 
kier ones. 

For though revelations that 
Yamaichi is suspected of having 
conducted tobashi deals might 
have come as a surprise to outside 
investors, rumours about these 
practices have swirled around 
Tokyo stock exchange for years. 

The practice is essentially 
designed to conceal losses - both 
from regulators and companies* 


favoured clients. There are many 
variations of the deals. But the 
most common is moving a loss sus- 
tained on a favoured client’s 
account to another account, by 
manipulating the records or set- 
ting up dummy companies to 
“buy” the loss. In some cases, the 
loss is “buried” completely. In oth- 
ers, It is allegedly passed on to 
another part of the group's busi- 
ness operations or even an unfor- 
tunate clients’ accounts. 

As a further complication, the 
practice is often spread over sev- 
eral years: a loss sustained in one 


year, far example, may be shuffled 
back or forwards to conceal it bet- 
ter. 

The practice is thought to have 
existed in Japan for many years. 
But it is believed to have become 
most prevalent when brokers were 
suddenly confronted with large 
losses after the collapse of the 
1980s’ bubble. 

Quite when and how Yamaichi 
might have conducted tobashi 
deals is nuclear. Rumours have 
long circulated that the group 
incurred trading losses in the 
early 1990's which were concealed. 


More recently, there are suspicions 
- also unproven - that tbe com- 
pany used tobashi to flatter its ail- 
ing results this year. 

But Japanese media reports 
<»iaim that Hip company conducted 
these deals in a particularly 
sophisticated way: instead of sim- 
ply booking the losses in Japanese 
accounts, it set up a series of com- 
panies tn the Cayman Islands 
where large losses were appar- 
ently “parked”. These, the reports 
claimed, had been incurred as a 

result in faffs in the equity portfo- 
lios held by “related” industrial 


companies and clients. By booking 
Hi pm through the Cayman Islands, 
they could not be detected by Japa- 
nese regulators. 

The details of this have yet to 
emerge. But few observers think 
that Yamaichi is entirely alone. 
Koknsai Securities, a medium- 
sized broker, was rumoured to 
have been involved in tobashi 
deals Last month - an allegation 
the company vehemently denied. 
Kankaku Securities has been disci- 
plined by the Japanese Securities 
Dealers Association before for 
such deals. 


These days, you can't achieve global success 
without the right connections. 
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Aren't some of those names our competitors? Quite right. 

But, given the scale cf our ambitions, 
we're ohways prepored to forge the right 
ecnneclions to achieve wcccu. 

If your ambitions match ours, 
we'd love to bear from you. 

SABIC -£r 
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Seoul under pressure 
on ‘shameful’ IMF deal 


N ationalist anger is 
putting South Korea 
under pressure to 
resist demands by the Inter- 
national Monetary Fund far 
tough economic reforms 
when negotiations begin this 
week on a $20bn bail-out 
package for the world’s Uth 
largest economy. 

Newspapers described 
Seoul's request for an IMF 
rescue as a “national Shame” 
and “a loss of economic sov- 
ereignty” that would place 
Korea under the “trustee- 
ship" of foreign powers. 

Trade unions threatened 
to oppose conditions that 
“would led to massive lay- 
offs” as indebted companies 
and insolvent banks shut. 

The Seoul bourse on Satur- 
day fell by 4.1 per cent as 
investors realised that the 
IMF bail-out “would not be 
like a free lunch”, said one 
broker. Share prices are 
expected to decline further. 

The Korean currency, the 
won, “may resume its 
plunge after a brief uptick”, 
said Scott Foster, an analyst 
with ING Barings In Tokyo. 

The timing of the IMF 
talks, which will begin 
tomorrow, comes at an awk- 
ward time far the govern- 
ment facing an election in 
less than four weeks to 
select a new president 
Officials suggested Seoul 
limited its ball-out request to 
$20bn, rather than an expec- 
ted $60-$80bn, because of 
worries that the IMF would 
ask for more and tougher 
conditions if the amount was 

hi gh ar 

Any lack of extensive 
reforms win disappoint for- 
eign investors who believe 
that Korea has failed to 
address the main structural 
problems in its economy, 


including high corporate 
debt levels and excess 
investment. 

Seoul is proposing the $20bn 
IMF-led rescue package 
would include $5.5bn in IMF 
stand-by credits and $14£bn 
provided by the US. Japan 
and others. The IMF recently 
provided $17bn to Thailand 
and $23bn to Indonesia, 
much smaller economies 
that Korea. 

Once negotiations are 
completed, the IMF would 
immediately provide $8bn, 
with $3bn meted out at quar- 
terly intervals over tbe next 
year as it reviews Korea’s 
compliance with loan 
terms. 

Many analysts believe the 
proposed size of the IMF 
bail-out is inadequate to pay 
$70bn in short-term foreign 
debts doe within one year. 
Korea’s foreign reserves are 
estimated to have dwindled 
to $20bn from $30.5bn 
reported last month. 

H owever, Littt Chang- 
yuel, the Korean 
finance minister 
argues that IMF aid can be 
kept relatively small since 
Korea is suffering only a 
“temporary funding short- 
age" while “the economy is 
frmriampnfcgTIy sound". 

Korea is hoping the IMF 
participation will restore for- 
eign confidence helping the 
country if it decides to 
obtain more Rnanria} sup- 
pact outride the confines of 
an IMF agreement 
Officials said that Korea 
might still need another 
$60bn to service short-term 
debts by the first half of 
1998, with funds acquired 
through overseas borrowing 
by the central bank. 

Seoul is expected to argue 


In its talks with tbe IMF that 
it has already met some IMF 
conditions through its recent 
financial stabilisation mea- 
sures. 

However, tbe IMF 
demands are expected to go 
much further. They include 
reforming rigid labour laws 
to allow companies to sack 
workers, allowing foreign 
banks to take over domestic 
ones, allowing insolvent 
banks and companies to col- 
lapse instead of being saved 
through state rescues, the 
further opening of the debt 
and equities markets to for- 
eign investors, the consolida- 
tion of the car and other 
industries with excess capac- 
ity, privatisation of state-run 
companies, and cuts in gov- 
ernment spending. 

Kim Young-sam. the Kor- 
ean president, in a televised 
speech at the weekend apolo- 
gised to the nation for seek- 
ing a IMF bail-out which he 
said was caused by the “self- 
ishness” of corporate manag- 
ers who built industrial 
empires on excessive bor- 
rowing and workers who 
insisted on higher wages at 
expense of company profits. 

However, most economists 
blame Mr Kim's policies for 
causing the debt crisis. 
When he came to office in 
early 1993 in the midst of a 
mild recession, he encour- 
aged companies to invest 
heavily to stimulate growth. 
This led to an investment 
boom In 1994-95 that 
increased corporate debt 
burdens which industrial 
groups were unable to ser- 
vice once export prices 
dropped and domestic 
demand slowed from last 
year. 

John Burton 


EIU cuts growth forecast 


The Economist Intelligence 
Unit has cut its forecast for 
world economic growth 
year from 19 per cent to 3.6 
per cent citing contagion 
from the south-east Asian 
financial crisis, Simon 
Kuper writes. It also warns 
that its forecast might have 
to be reduced further. 

“This is nothing. like a 
global dump - -Bil per cent 
growth is marginally above 
average world growth oyer 


the past 10 years,” the EIU 
says. However, the Japanese 
and Latin American econo- 
mies could suffer further 
while C hina tnn may be hit 
by the Asian slowdown. 

It has cut its 1998 growth 
forecast for Japan to 1.5 per 
cent, after the weak OS per 
cent expansion predicted far 
1997. The EIU cites falling 
demand for exports- jn the 
rest of Aria, the blow that 
Asian devaluations dealt to 


Japanese competitiveness, 
and the growing problems or 
Japan's financial system. 

The ERTs growth forecast 
for south-east Asian econo- 
mies next year has been 
slashed to 3.1 per cent, down 
from 5,0 per cent in 1997, 
because of “the slow politi- 
cal response to the currency 
crisis and recent-information 
about tiie extent-, of banking- 
sector weakness in these 
countries™."- - 1 - 


Malaysia 
sets out 
tasks for 
economic 
action 
council 


By James Kynge 
in Kuala Lumpur 

A top-level council tu 
combat Malaysia’s economic 
crisis is to direct its energies 
toward cutting imports, 
boosting exports, and 
keeping wage and price rises 
as low as possible, officials 
said at the weekend. 

The National Economic- 
Action Council, to be chaired 
by Mahathir Mohamad, the 
prime minister, is the 
government’s most concrete 
response to the country’s 
severest economic crisis a 
decade. 

Although not due to be 
formed until sometime next 
month, the character and 
agenda of the body - which 
will be more powerful than 
the cabinet - is starting to 
emerge. The planned 
estab lishme nt of the council 
was announced late last 
week but its members have 
yet to be selected. 

It will stress self-reliance. 
uni ty and sacrifice as the 
only protection for 
Malaysians against a 
financial crisis which I he 
government says has been 
caused mainly by foreign 
speculators. 

“It is time for the people to 
show their love for the 
country by sacrificing some 
comforts to ease the impact 
of tbe ringgit’s depreciation 
and fall of the stock 
market,” said Mohamad 
Rahmat. information min- 
ister. The ringgit has fallen 
27 per cent against the US 
dollar since early July and 
the stock market has 
dropped by nearly GO per 
cent from its peak this 
year. 

Mr Rahmat said a 12-point 
plan is to be unveiled by the 
council. Officials said it 
would exhort companies to 
source raw materials locally, 
stop imports of some luxury 
items and curb all other 
imports. It will also call on 
people to take holiday's at 
home, send students to local 
universities and ship freight 
from Malaysian ports rather 
than from Singapore. 

The object is to reduce the 
nation's trade and current 
account deficits, thereby 
helping to restore confidence 
in the ringgit and. 
eventually, the stock 
market Malaysia has ruled 
out seeking assistance from 
the International Monetary 
Fund. 

Though Malaysia has a 
broadly market economy, 
the government's influence 
remains considerable. Large 
state shareholdings in listed 
companies and complicated 
patronage arrangements 
mean private businessmen 
pay unusual heed to 
government wishes. 

The council will also 
launch a renewed push for 
productivity which, in effect, 
will mean that wages are 
kept from rising too sharply. 
Price rises are to be kept toa 
minimum but, officials said, 
inflationary pressures on 
essentials such as sugar, 
cooking oil and flour are 
already intense. 

The local media, which is 
controlled by businessmen 
loyal to the government, is 
under orders to publish even 
fewer negative reports than 
usual, a senior editor said. A 
drive to criticise negative 
reporting by the foreign 
media will be intensified, he 
added. Malaysia blames 
biased reporting by the 
foreign media for exacer- 
bating its current problems. 
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NEWS: ASIA IN CRISIS 


Apec ministers launch a liberalisation drive in goods and services 

Elastic approach to free trade 


By Guy da Jooqu&res 
in Vancouver 

When ministers of the Asia 
Pacific Economic Co-opera- 
tion forum began preparing 
for their annual meeting 
months ago, they envisaged 
it as a low-key event which 
would achieve practical 
progress towards freeing 
Pacific fibn trade. But, by 
their arrival in Vancouver 
on Friday, they realised the 
financial crisis in Asia 
required them to make a 
much bolder gesture to 
restore battered confidence 
in the region. 

Their launch at the week- 
end of a drive for accelerated 
liberalisation of trade in 
nine categories of goods and 
services was designed to ful- 
fil both objectives. However, 
unless international inves- 
tors are prepared to judge 
Apec by its intentions - 
rather than results - the 
scheme may not fully 
achieve either goal 

On paper, the project looks 
impressive. It aims to start 
removing barriers to interna- 
tional trade worth hundreds 
of billions of dollars annu- 
ally and to encourage other 
countries to join Apec mem- 
bers in concluding liberalisa- 
tion deals in the World 
Trade Organisation. Sergio 
Marchi, Canada's trade min- 
ister. called it “an unprece- 
dented undertaking". 

Charlene Barshefsky, US 


trade representative, com- 
pared the initiative to Apec’s 
role at its last annual meet- 
ing, In Manila in building 
momentum far a WTO agree- 
ment a year ago to aHmfnwfca 
tariffs on Information tech- 
nology products by early 
next century. 

Ms Barshefsky has good 
reason to talk up the Apec 
plan. After President Bill 
Clinton’s failure to secure 
fast-track trade negotiating 
authority this month, the US 

is anxious to impress on the 
world that it has not lost the 
capacity to engage in bold 
liberalisation ventures. 

The uncomfortable truth, 
however, is that by setting 
high targets for Apec’s lib- 
eralisation initiative, the US 
is Wnfng up commitments on 
which it will be unable to 
deliver, unless Congress 
approves East-track. 

In the event, the risk of 
embarrassment to Washing- 
ton may not be too great, 
because the price of agree- 
ment 00 Hip Apec plan 
been vagueness about its 
specifics. Canada and sev- 
eral other countries had 
wanted firm timetables for 
cutting tariffs, but that was 
successfully resisted by its 
Asian members. 

Even the definition of lib- 
eralisation is elastic. Cana- 
dian officials insist it must 
include action on tariffs ^nd 
non-tariff barriers. But 
according to some Asian 



Apec ministers in Vancouver; the currency turmoil required a bold gesture 


governments, it need only 
involve "economic and tech- 
nical co-operation” with 
other members. Further- 
more, decisions will be vol- 
untary. and not all countries 
need commit themselves to 
action. Some have already 
Indicated they intend to do 
very little. Mexico and Chile 
have ruled out any sectoral 
tariff reductions - though 
the latter has generously 
offered a 25 per cent fiat rate 
duty cut - while China 
seems interested mainly in 
unspecified technical 
co-operation projects. 

Japan, meanwhile, grudg- 


ingly agreed to support lib- 
eralisation of fish and lum- 
ber out of deference to its 
Canadian hosts. But Japan’s 
official spokesman said his 
government would find it 
“very diffi cult" to remove 
trade barriers in such “sensi- 
tive” sectors. 

Apec enthusiasts brush 
aside these apparent snags, 
saying the full extent of the 
scheme will only emerge as 
detailed work programmes 
are hammered out over the 
next six months. Though 
they admit that not all the 
designated sectors command 
equal support among the 


grouping’s members, they 
say there Is wide interest in 
tackling some of them, such 
as environmental equip- 
ment. 

Furthermore, setting a 
near-term deadline for firm 
decisions may put pressure 
on Apec governments to pro- 
duce results. Failure to do so 
would deal a blow to the 
credibility of the grouping, 
which has already been crit- 
icised for moving too slowly 
to realise its grand vision of 
freeing Pacific Rim trade 
and investment by 2020. 
Additional reporting by 
Gerard Baker 


Asian business leaders fend off panic 


Cautious optimism was not what 
organisers had in mind when they 
invited 200 top Pacific Km execu- 
tives to attend the CEO Summit, a 
parallel event to the Apec leaders* 
meeting, featuring seminars on tech- 
nology transfers, business success 
strategies and implementing the 
Apec vision. 

Panelists have largely stuck to 
their agendas during formal ses- 
sions. but concern over the Asian 
crisis has inevitably crept, into dis- 
cussions and dominated corridor 
conversations. 

Asian business leaders have been 
subdued at the summit, perhaps still 
in shock, other participants suggest 


Visiting government officials have, 
however, provided upbeat assess- 
ments of the situation, although sev- 
eral executives suggested much of 
the rhetoric has been window dress- 
ing. The notable exception has been 
Hong Kong leader Tung Cbee Hwa, 
who frankly acknowledged that 
Asian economies lace a difficult 
period of recovery. 

The c onsensus emerging from the 
gathering is that the economies of 
Thailand, Indonesia, Philippines, 
Malaysia and Korea could recover 
within about two years. Some of 
their comments appear to be more 
exaggerated than heartfelt confi- 
dence, but business leaders said they 


re main convinced that increasing 
investment and accelerating trade 
liberalisation are crucial to quickly 
overcoming the crisis. 

Several participants suggested the 
crisis would he likely to speed up the 
process, as countries requesting IMF 
aid wiD be forced to adopt more lib- 
eral and transparent policies. 

“The crisis adds to the urgency of 
moving ahead with policy liberalisa- 
tion. A renewed commitment to lib- 
eralisation is really essential to 
restore market confidence,” said 
Fred Bergsten, of the Institute for 
International Economics. 

Several North American execu- 
tives said they regard the current 


turmoil as a potential opportunity to 
invest in the region. Indeed, in corri- 
dors outside seminar rooms. North 
American business leaders were net- 
working with their Asian counter- 
parts and in some cases could be 
overbeard negotiating deals. ‘T have 
not seen much slackening of tbe 
pace,” said Michael Ducker. of Fed- 
eral Express’ Asia Pacific division. 

Mr Bergsten said the “wait and 
see” approach was likely to continue 
unless business leaders concluded 
that the current situation presaged a 
much longer-run weakening of the 
Asian economies. 

Scott Morrison 


China 
plans to 
avoid 
turmoil 


By John Ridding 

In Hong Kong 

China most strengthen its 
domestic capital market and 
cut its foreign debt to avoid 

the finan cial turmoil batter- 
ing Asian economies, the 
official press said yesterday. 

The warning in the China 
Daily Business Weekly fol- 
lows last week's meeting of 
top economics officials in 
Beijing and signals of grow- 
ing official concern that the 
regional financial crisis 
could affect China. 

Potential pressures on the 
Chinese export sector from 
devaluations in regional 
rivals have prompted specu- 
lation that measures will be 
taken to stimulate the econ- 
omy. However, officials 
have played down the pros- 
pect of a devaluation in the 
Chinese currency, which 
would add to pressure on 
Hong Kong’s exchange rate 
system. 

According to a central 
bank expert quoted in the 
C hina Daily, the influx of 
foreign direct investment 
and the increase in foreign 
debt to S119bn were potting 
pressure on tbe yuan. “To 
avoid the potential risks 
from excessive dependence 
on foreign investment, 
China must make an all-out 
effort to develop its own 
capita] market.” said tbe 
unnamed expert 

Although China’s $134bn 
dollar foreign exchange 
reserves pnt it beyond the 
danger zone, the official 
claimed, monetary authori- 
ties were warned that they 
“cannot afford to relax”. 

Fears that Asia’s currency 
crises and economic down- 
turn could prompt a delay in 
China’s financial sector lib- 
eralisation have been 
rejected. However. a 
researcher at the State 
Administration of Foreign 
Exchanges said in the press 
that the process “will be 
more prudent dne to the 
sensitivity of tbe money 
market to ontside 
changes”. 


Russia seeks 
friendship and 
debt in Hanoi 


By Jeremy Grant m Hanoi 
and Ctnyafia Freeland 

in Moscow 

When Russia □ prime 

minister Victor Chernomyr- 
din arrives in Hanoi today 
his motorcade will sweep 
past a drab concrete monu- 
ment along the airport road. 
On it. wrapped around a 
hammer and sickle, are the 
words “To Vietnam-Soviet 
Friendship”. 

The sentiments may be 
out of date - the Soviet 
Union collapsed in 1991 - 
but they are a reminder of 
the massive sums pumped 
into Vietnam by its former 
benefactor and one of the 
aims of Mr Chernomyrdin's 
three-day visit: to get some 
of that money back. 

With Moscow’s recent 
acceptance into the Paris 
Club of creditors, Russia 
hopes finally to recover 
debts from countries like 
Vietnam. 

But for Vietnam, under 
pressure from regional eco- 
nomic turmoil, that spells an 
unwelcome addition to its 
debt problems. 

The International Mone- 
tary Fund is keen for Hanoi 
to clear its arrears to Russia. 
Total hard currency debts 
stand at about S7bn, the 
trade deficit so far this year 
is around SlAbn and foreign 
exchange reserves are mod- 
est at $2bn. 

Andrei Kostin, president of 
Vnesheconombank, the 
state-owned b ank responsi- 
ble for servicing Russia’s for- 
eign debt, said that the Rus- 
sian government delegation 
will raise the issue of the 
10.5bn transferable roubles 
owed by Vietnam. 

Strong disagreement over 
an appropriate exchange 
rate for converting tbe debt 
into hard currency has stal- 
led negotiations. Mr Kostin 
said the amount represented 
$lObn but Hanoi says it is 
less than a fifth of that. 

However, he said Russia is 
willing to discount the Viet- 
namese debt by 70 per cent. 
Moscow could also accept 


some payment In barter, and 
to treat tbe debt accumu- 
lated before and after the 
collapse of the Soviet Union 
differently. 

Mr Kostin also said 
Moscow understands the 
economic burden which debt 
repayment would impose on 
the fragile Vietnamese econ- 
omy. “We have friendly rela- 
tions with Vietnam. We 
don't want to drive Vietnam 
into a dead end.” he said. 
“This will not be a policy of 
ultimatums, we will seek 
compromise.” 

However, he added that he 
did not expect substantive 
progress until the first quar- 
ter of next year, when nego- 
tiations may continue. 

Another stumbling block 
is expected to be whether 
the debt covers all projects 
financed by Moscow. Much 
of the debt stems from show- 
case schemes such as a huge 
hydro-electricity project that 
supplies Vietnam with half 
of its power. 

But Vietnam claims others 
were simply imposed by 
Moscow. “The Vietnamese 
are saying that these pro- 
jects not only were not via- 
ble but drained Vietnamese 
resources to keep them 
going." said one eastern 
European diplomat in Hanoi. 

Mr Chernomyrdin, whose 
visit will be the highest 
ranking from Moscow since 
1991, is expected to sign 
pacts on trade and invest- 
ment. He is also scheduled to 
visit VietSovPetro, a joint oil 
exploration venture that 
pumps S5 per cent of Viet- 
nam's crude oil. 

Russia has said it wants to 
expand its energy invest- 
ments in Vietnam. A delega- 
tion from gas giant Gazprom 
- formerly headed by Mr 
Chernomyrdin - visited 
southern Vietnam two weeks 
ago. raising expectations 
that new projects are in the 
offing. 

Further arms sales are 
also likely to be on the 
agenda as Russia still sup- 
plies tbe bulk of Vietnam's 
military hardware. 


wo stonecutters 


were asked what they were doing. 

The first said, Tm cutting this stone into blocks/ 
The second replied, * Tm on a team 
that’s building a cathedral.” 
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NEWS; EUROPE 


CSU leadership setback for Waigel 


By Peter Norman in Munich 


Theo Waigel. Germany's 
finance minis ter- suffered a 
political setback when the 
annual congress of Bavaria's 
Christian Social Union con- 
firmed him as leader but 
with a significantly lower 
share of the vote. 

The meeting, to prepare 
for the Bavarian state elec- 
tion on September 13 next 
year and Germany's next 
general election on Septem- 
ber 27, pledged unity with 
the Christian Democratic 
Union of Helmut Kohl, the 
German chancellor, who will 
be standing for a fifth term 
in the national poll. 


A harsh winter in Germany could push unemployment 
above 5m next January or February, according to leading 
economists, Andrew Fisher reports from Frankfurt. Rolf 
Peffekoven, a member of the government's council of 
economic advisers, said any figure above 4.7m - the highest 
jobless total since 1933, reached last January - would be a 
new postwar record. This would largely reflect continued 
weak industrial investment following politicians’ failure to 
implement tax reform. Herbert Ha*, head of the council, 
said 1998 could bring a slow improvement, but agreed the 
total could initially exceed 5m in a bad winter. 


But the dominant figure of 
the two day CSU congress 
was Edmund Stolber. the 
Eurosceptic prime minister 
of Bavaria. He roused the 
1,079 delegates with a 115- 
minute speech that under- 


lined Bavaria's separate 
identity, was critical of the 
CDU and which diverged 
from the European ideals of 
Mr Kohl 

The meeting ended on Sat- 
urday with a standing ova- 


tion for Mr Kohl, after he 
called on the two Christian 
parties to make common 
cause and win the election. 

But Mr Stoiber's determi- 
nation to win an absolute 
majority for the CSU in the 
state election on a “Bavaria- 
first" platform, and the rap 
on the knuckles for Mr Wai- 
gel prompted many commen- 
tators to predict a power 
struggle in the CSU. They 
also envisage renewed ten- 
sions with the CDU after 
next September’s elections. 

Mr Waigel, the only candi- 
date for leader, was elected 
in a secret ballot with 85 J3 
per cent of the valid votes 
cast In a party accustomed 


to near unanimity in leader- 
ship elections, this was a 
blow. His vote fell by nearly 
10 percentage points from 
two years ago. and was his 
worst result since becoming 
leader in November 1988. 

The announcement was 
followed by a brief shocked 
hush. But Mr Waigel 
brushed asfde any sugges- 
tion of disappointment, say- 
ing he could “live well" with 
the 10 point drop in support 
Mr Kohl later rallied to his 
side, remarking that he had 
long since forgotten his own 
majorities in the CDU. 

The vote reflected linger- 
ing annoyance at Mr Wai- 
gel r s bungled attempt in May 


Dutch vote to 
ban tobacco 


advertising 


Plavsic 

rejects 

western 

demands 


By Gordon Cramb 
in Amsterdam and 
George Parker in London 


A b an on tobacco 
advertising in the European 
Union grew more likely at 
the weekend after the 
Netherlands switched sides 
on the issue. 

The Hague cabinet voted 
to outlaw nearly all promo- 
tion of cigarettes in the 
Dutch market except at 
point of sale. It also agreed 
to back any majority for an 
EU-wide clampdown which 
emerged at a meeting of 
health ministers in Brussels 
next week. 

However the Dutch, who 
are regarded as holding a 
crucial swing vote at the 
December 4 session, are at 
odds with the UK govern- 
ment which wants to back 
tobacco advertising curbs 
provided that Formula One 
motor racing is given an 
open-ended exemption. 

Els Borst, health minister, 
told parliament that would 
be "entirely illogical". Hans 
Dijkstal, interior minister 
and deputy premier, said: 
“You do not bring in a ban 
and immediately attach 
exceptions to it" 

Disclosures about dona- 
tions to the UK Labour party 
from Bernie Ecclestone, the 
head of Formula One. last 
week prompted Tony Blair, 
prime minister, to admit 
mishandling the affair. 

Meanwhile Richard Bran- 
son. bead of the Virgin 
group and UK government 


adviser on alternative forms 
of sports sponsorship, yester- 
day renewed his call for the 
UK to soften its stance. He 
said be believed the UK 
should compromise and 
agree an exemption for For- 
mula One of seven years, 
longer than the 4'/t years 
proposed for other sports. 

Senior UK government 
officials have indicated the 
government might be pre- 
pared to compromise. It does 
insist, however, that if ciga- 
rette brand names are not be 
displayed on cars and hoard- 
ings. those televised events 
will move outside the EU 
with a consequent loss of 
local jobs. 

The Hague agrees that the 
EU cannot attempt to block 
sponsorship by tobacco com- 
panies of fixtures outside its 
borders. The Dutch, with no 
Grand Prlx of their own, are 
more anxi ous to secure a 
transition period which will 
allow sectors such as news- 
paper publishing to adjust to 
a loss of income. 

The cabinet decision, 
which the lower bouse is 
expected to ratify this week, 
has disappointed the domes- 
tic advertising industry as 
well as cigarette producers. 

The EU vote is due to be ' 
taken under rules which' 
mean that the Netherlands 
would bold the key to a 
“blocking minority" if, as 
before, it opposed a blanket 
ban on tobacco ads. Ger- 
many and Greece are among 
countries yet to endorse a 
change in policy. 


By Guy Dinmore in 
Banja Luka, Bosnia 


Bifiana Plavsic, the Bosnian 
Serb president, has rejected 
western demands to arrest 
and hand over her rival 
Radovan Karadzic for trial 
on charges of war crimes 
following elections at the 
weekend expected to break 
the grip of his hardline 
party on parliament 

Mrs Plavsic told senior 
officials of the Organisation 
for Security and Co-opera- 
tion in Europe (OSCE) that 
she did not accept the juris- 
diction of the United 
Nations tribunal in The 
Hague and the fate of Mr 
Karadzic was a matter for 
the Bosnian Serbs. 

Only intervention by 
Nato-led forces has sus- 
tained Mrs Plavsic in a five- 
month power struggle with 





Pollsters: OSCE officials gather voting materials before heading to polling stations 


Mr Karadzic that has effec- 
tively split the Serb terri- 
tory into two rival camps 
based in the north-west and 
east of Bosnia. 

With the voting over, dip- 
lomats said Mrs Plavsic 
would come under intense 
pressure to take action to 
cooperate with a Nato oper- 


ation to snatch Mr Karadzic. 

About a fifth of the Llm 
Bosnian Serb electorate is 
made up of Moslem and 
Croat refugees driven out of 
their homes who are enti- 
tled to vote abroad or in the 
federation. Mrs Plavsic, who 
faces presidential elections 
some time next year, told 


the OSCE there was no 
chance she would appoint 
Moslem ministers in a mul- 
ti-ethnic government 
Results from the weekend 
elections will not be 
released before December 9. 
The turnout was expected to 
he low, partly because of 
torrential rain. 


EU to bar US fur over leg traps 


By Ned Bucfdey in Brussels 


The European Union is 
warning it will ban hun- 
dreds of millions of dollars of 
Air imports from the US 
from next week unless 
Washington presents new 
proposals to phase out . 
“inhumane” leghold traps. 

The EU reached agreement 
in July with Canada and 
Russia, two other countries 
which use the traps, on lim- 
iting their use or phasing 
them out - ending a five- 


year dispute which several 
times came close to being 
referred to the World Trade 
Organisation. 

The summer deal immedi- 
ately banned all steel-jawed 
leghold traps in Canada for 
seven species, with' a com-~ 
mitment to phase out steel- 
jawed traps for the other five 
species for which they are 
used by 2000. Certain indige- 
nous peoples in Russia were 
allowed to continue to use 
wooden-jawed traps, as well 
as plastic-padded and 


underwater leghold traps. 

But the US refused to 
accept a similar deal, insist- 
ing that the livelihoods of 
trappers could be threatened 
if they were no longer 
allowed .to use steel-jawed 
traps, in. the absence . of. new 
alternative methods. 

The EU has sided with ani- 
mal rights groups which say 
the traps are inhumane - 
although some campaigners 
said even the undertakings 
by Canada and Russia did 
not go far enough. The UK, 


Austria and Belgium also 
opposed that deal, saying it 
was inadequate and should 
have included the US. 

EU ministers have said 
any deal with the US must 
he at least “equivalent" to 
that with. Canada and Rus- 
sia, and have, already set a 
deadline of December 1 for 
the US to reach agreement, 
or face a ban on its fur 
Lmports to Europe. 

The US has warned it will 
complain to the WTO if the 
fur ban is imposed. 


Communist journal shies away from roots 


By Andrew Jack in Paris 


France largest-selling Communist 
publication distanced itself further 
from the official party line this 
weekend with a facelift designed to 
boost circulation. 

U may have carried a lengthy 
adieu to Georges Marchais, the 
controversial long-standing leader 
of the French Communist party, 
who died just over a week ago, but 
it no longer bears the hammer and 
sickle logo, nor describes itself as 
the journal of the party. 

L ’Humanity Dimanche. the Sun- 


day edition of the newspaper 
founded in 1904. has been re-named 
lTiumanite Hebdo. a glossy maga- 
zine containing news articles, anal- 
ysis of current affairs - and adver- 
tisements from French 
corporations including Total, 
Citroen and Danone. 

Originally launched as a separate 
Sunday newspaper in 1948 - when 
a law by the postwar Communist 
coalition government banned pub- 
lications from producing editions 
seven days a week - it began to 
distance itself from the party when 
it became a magazine in 1990. 


It was Marchais who first 
granted the editors permission to 
take a more independent line, but 
was among those angered when 
they took their new-found liberty 
seriously. In 1993. for example, it 
broke with tradition by publishing 
the election manifestos of parties 
other than the Communists. 

Yesterday's issue even contained 
advertisements from Air France, 
which Is likely to be parti; sold off 
next year, and Renault, now 
mainly In private investors' hands, 
in spite of Communists' opposition. 

“The readers are sufficiently 


intelligent to make up their own 
mind," said Marline Bulard, editor 
in chief, who stressed that the 
magazine remains clearly identi- 
fied with Communist sensibilities. 

The Sunday publication has 
partly been protected from the 
hardliners by the feet that it makes 
money. Reliant for 70 per cent of 
its sales on volunteer militants 
who substantially reduce its distri- 
bution costs, it made a profit of 
more than FFr4m ($670,000) last 
year with a circulation of 110,000. 

That compares with losses of 
FFrSm on the daily l'U.umaxdtb, 


which sells €0,000 a day - a figure 
which has been declining along 
with Communist party support. 

t /H umani ty's deficit has been 
plugged partly by donations from 
readers, and partly by over FFrSm 
in government aid to publications 
which attract little advertising. 

But with the annual Fete de 
lTiumanite also lossmaking for the 
last three years, the finan ci al sup- 
port from th e Sunday magazine is 
more Important than ever if a voice 
of French Communists is to sur- 
vive - even if it comes at the price 
of greater freedom. 
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CONTRACTS & TENDERS 



THE MANAGEMENT SCHOOL 

LANCASTER UNIVERSITY 


HEFCE Ratings: 
Research: Five Star 


Teaching: Excellent 


The School is known for its innovative and 
international approach to Management 
Development. We are now recruiting for 
our fourth intake of the 


MPhil in Critical Management 



Focusing on global and strategic issues, as 
well as environmental and ethical 
considerations, the programme has been 
developed for senior managers and MBA 
graduates and involves teaching in small 
groups culminating in a research project 

Designed to help managers tackle 
important issues confronting their 
organisations during rapid change, the 
programme encourages critical analysis of 
existing management theories and 
practices. 

Students have appreciated the highly 
tailored, intellectually challenging and 
personally fulfilling nature of this unique 
advanced three year, part-time 
management course. 

Our next programme begins March 1998.. 
For programme brochure orto discuss this 
or any other Management School 
programme contact: 

Sarah Patterson, Programme 
Administrator. The Management 
School, Lancaster University, 
Lancaster LAI 4YX. 

Tel: 01524 593855. Fax: 01524 381454. 

E-Mail: saattewn9lamasterac.uk 


A.NM. Agenda Napoletsiui Mobility 
EXTRACT OF CALL FOR BEDS * LIMITED PROCEDURE 


The A-N.M. announces a European call for bids, with innhed procedure,' 
aonxding to Derate Law 158 of 17/3/1995 for (be couafeninem of 20 or cadre 

■w tirnhy il nmn x ra mifl jywc 

The tool maximum annum a Ul SOjOOO.OOOflOO (fifty billion? excluding IVA 
(Italian VATL 


The comes win be adjudicated id the Company offering tbe moat economi ca lly 
alvsntageous bid according to Art. 24. sub-jecrion I. point b) of Decree Law 
158/1993. to be evaluated acraxding to the {utauitrter* in<tt c «ad in the 
Consignment Specifications 

Tbe eppUaltans.oo stamped paper and in Italian, most arrive at the Head Ofii» 
or AJ4.M. in Via G.B- Marina, I - 80125 Napoli - Inly within 2 pm cm 
15/12/97, together with the documentation iodicaled In the call for bids, a copy 
of which can be requested from the above address or by tax an +39/81/7632070. ' 
Copy of the complete call For bids aras sem to flic Official FuWicaiioos Office of 
the European Community on 7/11/97 Bid to the Official Qazzcne of the Baiba 
Repdriica) 12/1 1/97. li is also displayed 3/ tfic offices of Naples Council and 21 
file Company Bid has been pubUrited on Tekmacand Intranet. 
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France sets aside 
FFr27.3bn for 


state companies 


8/ David Owen in Paris 


To Advertise Your 


Legal 

Notices 


Please contact 
Melanie Miles on 
Tel: +44 171 S73 3349 
Fax: ^44 171 873 3064 


LEGAL NOTICES 


SBC Warburg dillom read 
securities ltd 
N o. 17*57321 


NOTICE K HEREBY GIVEN, ptmnirr to 
Section 175(2) of the Oopnte Acr IMS 
rtfae AcT> that tbe itoovt Company b» 
qfmol a payment out of capital for dm 
ptupoe of ac quiring iti own dan by 
pmshaae. The amount of the pemti&riNe 
capita] paymojl fra the abates in qoc*ir*r ■ 
£8h70tU900 «nd tbe rcsoftnion mder 
Section 173 of be Ad was patted on I Bib 
Ncromber, 1997. The mawy dedmnon 
of die dbemm nod iwfiton' tefe* required 
by Section J73 of the Act at avtibtde for 
oi tbe Company'! icgtssancd 
poke, which it situated at I Rnehtny 
Areon. London BC2M 2H>. Any creditor 
of the Company may, m or betas Sri 
December, iw, apply to tbe Conn mder 
Section 176 of the Act far an onto 
probdatirtg ate paymeet. 


NcH Swda, Sraenny 


24tli November 1997 


The French' government is 
planning to make FFr27 Jtbn 
($-L76bn). of capital contribu- 
tions to public-sector compa- 
nies in 1998, according to a 
parliamentary report 

Payments are expected to 

include FFrlObn to Eteseau 

Ferrfe de France, the com- 
pany that owns France’s rail 
network, FFr7.1bn to Etablis- 
sement Public de Finance- 
ment et de Restracturation. 
a state-backed entity set up 
in 1995 to help rescue Credit 
Lyonnais, the troubled bank, 
and FFr6 -5bn for unspecified 
purposes in the aeronautics 
and defence sector. 

Tbe report indicates that 
the contributions should be 
covered by the receipts of 
further disposals of state 
holdings by the Socialist-led 
government of Prime Minis- 
ter Lionel Jospin. These are 
expected to reach FFr28bn. 

The government has 
shown an increased willing, 
ness to sanction disposals erf 
public assets since last 
month's successful sale of a 
minority stake in France 
Telecom, the former monop- 
oly operator, in the largest 


French initial public offer- 
ing. .This generated' FFr42bn 
for the state. - 

The report indicates that 
the FFr28bn will come 
“essentially” from the sale of 
another 7.5 per cent of 
France Telecom's capital to 
Deutsche Telekom of Ger- 
many in the context of an 
exchange of shareholdings, 
“as soon as a strengthened 
industrial partnership has 
been put in place”. It does 
not explain where the money 
to pay for the corresponding 
Deutsche Telekom shares 
will come from. 

The report indicates that 
other sales of minority hold- 
ings still in state bands are 
likely to be considered. 
Residual state shareholdings 
after the privatisation drive 
of recent years Include about 
11 per cent of Pechiney, the 
al umin ium and packaging 
group, and 46 per cent of 
Renault, the carmaker. Tbe 
government has indicated in 
response to recent rumours 
that it has no present plars 
to sell Renault .shares. 
A&sembtee Nationals report 
number 3t& Annex 43 - spe- 
cial accounts of the treasury 
and public enterprises. FFr16 


INTERNATIONAL NEWS DIGEST 


to revalue the Bundesbank's 
gold reserves, and the confu- 
sion following his summer 
caff for a cabinet reshuffle. 

Mr Waigel 's decision last 
week not to recommend 
Wolfgang BOtsch, the post 
minister and a popular fig- 
ure in northern Bavaria, for 
the post of Bonn housing 
minister also cost support. 

The scale of the setback 
was highlighted by the 94.6 
per cent vote given to Horst 
Seehofer. health minister, 
for one of four deputy leader- 
ship posts. Because of aus- 
terity policies in the health 
service. Mr Seehofer, like Mr 
Waigel, is deeply unpopular 
among ordinary voters. 


Iraq warning to 

UN inspectors 


united Nations inspectors should a' ,oid .^^ i 'J i s,tc3 

Sss.-scss.ssss," 

national security." he told a news conference 
The minister said Iraq and the UN Speed »G«J»g£ 
QJoscom), dismantling Iraqi weapons 
had signed agreements that such sites bad to be av o q - 
“We will continue facilitating the work of 
according to agreements and understandings, Mr Saha 

^Tbe US earlier demanded unfettered 
President Saddam Hussein’s palaces and other sites for 
UN inspectors hunting for hidden weapons of moss 
destruction. William Cohen, US defence 
NBC television Mr Saddam had ruled 63 sites off-limits to 
the UN Commission responsible for destroying any 
biological, chemical or nuclear weapons, Those cannot 
SdSS^Stmti/L Brume. Baghdad 


PORTUGUESE CABINET 


Four ministers replaced 


Antonio Gutteres. Portugal's Socialist prime minister, last 
night reshuffled his cabinet, replacing four important 
ministers in the wake of the resignation of Antonio 
Vltorino his deputy premier and defence minister, last 
Thursday. Mr Vltorino. who quit over allegations oi a 
minor tax irregularity, is to be replaced as defence 
minister by Josd Veiga Simdo, a former education 
minister. Jorge Colho is to be promoted from cabinet 
secretary to replace Alberto Costa as interior minister. 

Augusta Mateus, economy minister, is to be rapnoMiiy 
Joaquim Pina Moura. a government spokesman. Eduardo 
Ferro Rodrigues, welfare minister, is to accumulate two 
portfolios, taking over from Maria Joio Rodrigues, the 
employment minis ter, who leaves the government. The 
changes reinforce the role of Socialist party stalwarts in 
the minority government, with the exit of two 
independents, Mr Mateus and Mrs Rodnques. from 
leading posts. Peter Wise - Lisbon 


JAPANESE ECONOMY 


Car sales fall further 


Japan's economic woes were highlighted by the 
continuing slump in car sales last month, which hit four 
of the five leading manufacturers. 

Japanese carmakers had been counting on the Tokyo 
Motor Show, a biannual event to boost domestic car sales 
in the autumn. But even in October, the month of the 
show, car sales were down significantly for most of the 
leading companies. 

The worst performance was put in by Mitsubishi, which 
saw sal es in the domestic market drop 27 per cent. Mazda 
followed with a 12.6 per cent decline in domestic sales 
while Toyota was also hit with a 13.5 per cent decline. 
Nissan's domestic sales fell 5 3 per cent 

Honda was the sole winner among tbe top five. The 
I company increased domestic sales in October by 6.1 per 
1 cent on the strength of its Life and new Accord models. 

In contrast to the poor performance at home, exports 
were once again up strongly on the back of a weaker yen. 
Exports were up 17.9 per cent at Toyota. 26.8 per cent at 
Nissan and 282 per cent at Honda. Mazda's exports were 
also up 23.6 per cent, bfichiyo Nakamoto. Tokyo 


[jp. E EUROPEAN CARS 


Production ‘set to double’ 


Car production in central and eastern Europe will almost 
double to 3.7m unit by 2001, far outstripping 40 per cent 
sales growth in the region, according to a study by the 
Economist Intelligence Unit 

The expansion is set to be driven by a sharp rise in 
foreign investment and would result in substantial 
exports to west European and other markets outside the 
region. The EIU study predicts a further strengthening of 
Poland's position as the “powerhouse" of vehicle 
manufacturing in the region, with a 148 per cent rise in 
output, to 1.00m, expected. 

Russia would retain its status as the largest 
vehide-producing country in the region. But production 
of its outdated cars would be concentrated on the internal 
market and Russian carmakers would cease to exist 
before 2005 “unless they can supply modern, reliable 
vehicles”. General Motors through its Opel subsidiary, 
Volkswagen through Skoda. Fiat and Daewoo of South 
Korea would play the leading roles in developing the 
region's production. John Griffiths, London 

The Automotive Sectors of Central and Eastern 
EuropeJEUT, 15 Regent St, London SW1V4LR. £645. 


ARGENTINE INSURANCE 


UK group boosts investment 


Royal & Sun Allian c e , the UK-based composite insurer, is 
to Invest $40m in its Argentine operations in the latest* ' 
phase of its expansion into the Latin American market 
The investment will be in its wholly owned subsidiary • 
Compania-de Seguros Los Andes, which will change Its } 
name to Royal & Sun Alliance Argentina. RSA said it 'i 
aimed to increase its share of local commercial and \ 

maritime risk business and build a significant market - 
§hare in personal insurance. ; 

. Earlier this month RSA bought a 40 per cent stake in 
Seguros de Vi da La Omstrocddn, Chile’s third largest life 
assurer. for $i22m. RSA is also active in Brazil, Colombia. 
Peru, Unigaay and Venezuela. The group’s absence from 
the “difficult” Mexican market was “a gap we need to 
said Robin Rowland, director of international 
operations. . Ken Warn, Buenos Aires 


EUROPEAN LABOUR 


Union flexibility ‘essential’ 

EuropeanTaboiir markets must be much more flexible 


a awcess, says a forthcoming research paper prepared for 
the European Commission’s directorate-general for 
economic and financial affairs. 

Wages will also have to adjust more quickly to 
employment levels and be closely related to business 
performance through decentralised pay-setting it 
believes. 

^wanniRavasio. the director-general of 
economic and financial affairs, also warns “as 
productivity levels and developments differ in Europe 
any attempt to achieve uniform wage levels or wage 
increases across Emu members would have disruntive 
coasequeaces for employment". Robert Taylor. London 


SLOVENIA ELECTION 


Win for incumbent forecast 


Eady results from yesterday’s presidential election to 
Slovenia suggested an easy victory for the incumbent 

!So K H & F’ who ^ elected with 64 per cent 
™ 1992. had won around 60 per cent of the first 
few thousand votes counted. Exit polls predicted a aha? 
of 53-60 percentfor him, with Janes Podobnik. 
pmtiamoitmy speaks, a distant second. Turnout was 
estimated at around 57 per cent If the winner gains less 
than 50 per cent of ihe votes, there will be a run-off on 
December14 - Jack Cranston, Ljubljana 
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NEWS: INTERNATIONAL 


Netanyahu’s chief of staff steps down 



Lieberman: first casualty of 
mutiny against Netanyahu 


By Judy Dempsey 
in Jerusalem 

Benjamin Netanyahu, Israeli 
prime minister, yesterday 
bowed to pressure from his 
own rightwing T.nrnd party 
by dism i s si ng Avigdor Lie* 
berman. chief of staff and 
his closest confidant 

Mr Lieberman resigned fol- 
lowing bitter denunciations 
by senior Likud officials who 
resented his secretive and 
conspiratorial relationship 
with Mr Netanyahu. 

Likud members accused 
Mr Lieberman, 38, who 
immigrated from Russia in 
1978, of manipulating the 
recent Likud party confer- 
ence during which he mus- 


tered support to scrap the 
primaries and Instead give 
the powerful central commit- 
tee the right to choose Knes- 
set candidates. 

The 2,000 strong central 
committee is controlled by 
Mr Netanyahu and Mr Lie- 
berman whereas the 200.000 
strong Likud membership 
used the primaries to 
broaden democracy in the 
party and select their own 
Knesset candidates. 

The resignation of Mr Lie- 
berman is seen as an 
attempt by Mr Netanyahu to 
win back some of the confi- 
dence and support from 
Likud cabinet ministers, 
most notably Limar Livnat, 
c ommunica tio ns minister . 


Mrs Livnat and other 
Likud senior officials had 
considered breaking away 
from the government and 
forming their own separate 
Likud party. This would 
have broken Mr Netanyahu's 
slender government major* 
tty. 

Mr Lieberman 's resigna- 
tion may go some way 
towards placating Mr Netan- 
yahu’s critics who have 
become disillusioned with 
bis dogmatic and secretive 
style of leadership. It has 
averted a split in the party 
but the problems are not yet 
over," a Likud official said. 

Mr Lieberman, who 
always kept in the back- 
ground but was the key 


player in trying to muzzle 
television, is expected to 
have an even greater hand 
now be is out of Mr Netan- 
yahu's direct entourage but 
not outside the circle of 
power. 

He will start preparing the 
ground for the next election, 
due in 2000. in a bid to 

strengthen Mr Netanyahu's 
grip over the grassroots. Mr 
Lieberman has wide experi- 
ence of party organisation 
and was one of the main 
people responsible for Mr 
Netanyahu’s election victory 
in May 1996. ms loyalty was 
regarded in his appointment 
as ehief of staff, 

“If you ask me. Lieberman 
will have more power 


because he will be freer," a 
Likud party member said. 
"He will no longer have to 
pretend he is not active. 
Now he can work on the 
party in the coming 
months.” 

One of Mr Lieberman’s 
main tasks will be to ward 
off any challenge from Ehud 
Olmert, Likud mayor of 
Jerusalem and considered 
one of the main challengers 
and rivals to Mr Netanyahu. 
■ Mr Netanyahu yesterday 
said he would continue to 
build in disputed East Jeru- 
salem following the recent 
killing of a religious student 
in the Moslem quarter or the 
city. Police suspect Palestin- 
ians were behind the attack. 


Hitch for international dams commission 


By Loyta Boulton, 

E n viro nm ent Correspondent 

Today’s planned launch of an 
international commission on con- 
troversial large dams, hailed as a 
model of cooperation between 
business and environmentalists, 
has been cancelled because of a 
disagreement between the two 
sides. 

A path-breaking meeting 
between non-governmental 
groups, engineering companies 
which build large dams, and the 


World Bank, which finances infra- 
structure projects, agreed in April 
to set up a new World Commission 
on Dams. 

Its mandate - described as “Mis- 
sion Impossible” by one expert 
involved - was to search for com- 
mon ground between opponents of 
large dams and advocates who see 
them as an important source of 
energy for developing countries. 

Environmentalist groups such as 
tiie California-based International 
Rivers Network (TRN) have 
attacked such projects for despoil- 


ing the environment and moving 
unacceptably large groups of 
people from their homes. 

But plans to launch the Commis- 
sion in Washington today col- 
- lapsed after the IRN and two other 
groups refused to endorse its pro- 
posed membership. “People the 
NGOs can trust were going to be 
in. a permanent minority,” said 
Patrick McCnlly, the IRN cam- 
paigns director. 

Rader AsmaL the South African 
minister for w a ter and the Com- 
mission’s chairman, last week 


issued a statement saying he was 
“very distressed” by the “impasse” 
facing the project 

But be added it was “critically 
important” to press ahead with an 
opportunity to help developing 
countries learn from the migtahws 
of "Indiscriminate development 
and dam-building" in the industri- 
alised world. 

And on Friday he and his two 
co-chairmen from the World Bank 
and the International Con- 
servation Union said that they 
needed more time to continue the 


search for a body acceptable to all. 

The World Bank has kept away 
from controversial projects such 
as Malaysia's Bakun dam but Is 
keen to discover if there are any 
circumstances in which it can 
finance others. 

Jan Stromblad, environmental 
affairs manager at ABB, one erf the 
companies keen to find ways of 
winning dam contracts without 
being attacked by environmental- 
ists, played down the problem as 
possibly nothing more than “a 
delay of a few days here or there”. 


US more dominant 


in global drugs ma rket 


By Daniel Green 

The US market increased its 
dominance of the global 
drugs market In September, 
according to data published 
today. 

pharmaceuticals sales in 
10 of the largest national 
markets rose 7 per cent to 
$167.4bn far the year to Sep- 
tember. excluding exchange 
rate movements, according 
to IMS International, a spe- 
cialist provider of healthcare 
information. 

US growth edged up from 
14 per cent in the year to 
August to 15 per cent at 


$66bn. Hie figure underlines 
the rapid sales growth 
declared by US drugs compa- 
nies in their third quarter 
results. By contrast, sales 
were stagnant in the second 
and third biggest markets, 
Japan and Germany. 

Japanese sales for the year 
were C43.4bn. while in Ger- 
many they were $i4.9bn. 
Both countries have been 
redoubling their efforts to 
control drugB spending. 

Growth was also subdued 
in France with an increase 
of 3 per cent to $14.1bn com- 
pared with a 2 per cent 
increase for the year to 


August Italy grew at 7 per 
cent to $&8bn, the UK 8 per 
cent to S7.5bn. Spain 8 per 
cent to $4JR>n and Canada 8 
per cent to $4bn. 

By medical area, nervous 
systems drugs stood out 
with a 14 per cent sales 
growth to $23bn. The seg- 
ment includes Prozac, the 
depression drug made by Ell 
Lilly of the US. as well as 
schizophrenia drugs where 
sales have been lifted by 
new product launches. 

Heart drugs remain the 
largest single area, with 
sales rising 7 per cent to 
¥34bn. 


World retail pharmacy purchases: year to end September 1&9‘ 
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The segment has been 
given a boost by the rapid 
growth of drugs to lower 
blood cholesterol levels. 

One drug launched this 
year, Lipitor, made by US 
company Warner Lambert 
and co-promoted by Pfizer of 
the US, has been one of the 
most successful drugs 
launched on the American 
market According to Scott- 
Levin, a US healthcare infor- 


mation provider, Lipitor 
became the biggest selling 
cholesterol drug In October. 
It was launched in January. 

Digestive system drugs 
remained the second biggest 
medical area with sales up 7 
per cent to $27.4tm in spite of 
a rapid fan in sales of Zan- 
tac, the ulcer drug that was 
formerly the world's biggest 
selling prescription medicine 
but which lost patent prot- 


ection in the US In July. 

Glaxo Wellcome said last 
week Zantac sales had fallen 
56 per cent in the US as a 
result of competition from 
generic suppliers 

Sales of anti-infective 
drugs, which includes antibi- 
otics and Aids drugs, rose 7 
per cent to $17.6bn, while 
respiratory drag sales rose 
by the same proportion, to 
$15.6bn. 


Zimbabwe set 
to detail land 
acquisition 


By Tony Hawkins 
In Harare 

The government of 
Zimbabwe is expected to 
gazette a list or some 1.750 
mainly white-owned farms 
that are to be acquired by 
the state next Friday. Farm- 
ers say they expect the gov- 
ernment to use compulsory 
acquisition rather than ‘■des- 
ignation’’ as the means of 
redistributing land to black 
people. 

Compulsory acquisition is 
preferred by the targeted 
victims because it is subject 
to some adjudication in 
the courts and provides for 
arbitration where there is 
disagreement over the value 
of the property to be 
acquired. 

Those who have seen the 
list say that it pays scant 
attention to the criteria 
repeatedly set out by govern- 
ment ministers - under-util- 
ised land, land owned by 
absentee landlords, land 
owned by farmers with mul- 
tiple farms and land close to 
overcrowded communal 
farms. 

However, at the weekend, 
a government spokesman 
insisted that the key princi- 
ple of “one man. one farm" 
was being observed and that 
the bulk of those to be 
acquired were farms where 
the owner had more than 
one property. 

Although the vast major- 
ity of the targeted farms are 
owned by whites, some on 
the list have black owners. 

The list includes many of 
the country’s most produc- 
tive farms and farmers warn 
of dire long-term economic 
consequences. 

The proposed land take- 
over has already had a dev- 
astating impact on both the 
foreign exchange and stock 
markets. 

The Zimbabwe Stock 
Exchange sbed a further 161 
points, or 2 per cent, on Fri- 
day taking the week's loss to 
almost 1,790 points or 18 per 
cent. 

Dealers said they expect 


the market to bottom out, 
and possibly even recover 
this week, but predict that 
Friday's publication of the 
farm list will undermine any 
rally. 

Businessmen say that the 
impact on agriculture-re- 
lated business bas also been 
severe. 

Already, two planned cat- 
tle sales near Harare have 
had to be cancelled because 
farmers are unwilling to buy 

Western donors 
think that the 
policy will not 
solve the issue 
ofland hunger 
and will tend 
to generate 
poverty rather 
than alleviate it 

new stock, while sales of 
agricultural machinery and 
tractors have ground to a 
halt 

The list must be gazetted 
before the December con- 
gress of the ruling Zanu-PF 
party at which President 
Robert Mugabe can expert 
rapturous applause fur hav- 
ing promised to take over 
the forms. 

There is no doubt that the 
land takeover is hugely pop- 
ular politically and would 
give Mr Mugabe's tired and 
troubled administration the 
shot In the aim that it needs 
as the country’s economic 
crisis deepens and as new 
tough tax and spending mea- 
sures are awaited. 

Western donors appear to 
be unusually united in their 
determination to resist a 
policy which, they think, 
will not solve the land hun- 
ger issue and which will 
have serious adverse 
long-term repercussions for 
Zimbabwe, generating pov- 
erty rather than alleviating 
it. 



The race for Innovation is on! 
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Throughout our wide range of 
business activities all over the world - 
from maritime technology to services 
for the eco-efficient processing of 
natural resources and complex 
construction projects - innovation 
has been the Kvaernc-t hallmark. 

And as the VVhitbreod-favcuritc 
Innovation Kvuetncr circles the globe, 
it stands ns not only a symbol, but 
o Iso an example of this quality. 

It benefits from Kvncmer’s vision and 
in-depth knowledge of a broad range 
of industries. 


Engineering and construction - worldwide 


0u r ability to manage a project 
anywhere on the face of the earth 
has been proven again and again with 
innovative projects like these... 


With Boeing and two partners 
from Russia and the Ukraine. 
Kvaerner is building the world's first 
sea-based facilities for launching 
commercial satellites. 


We re currently developing concepts 
for a 1.600 metre floating airport for 
the U.S. Pentagon - a unique solution 
for a strategic defence initiative. 


Kvaerner will set new standards in 
maritime technology by building two 
new luxury liners. At 130.000 gross 
tonnes each, they will he 30’t larger 
than any other liner planned or built. 


Typhoons and logistical 
complexities challenged 
Kvaerner's ingenuity 
during the construction ' — • 

of Hong Kong's Tsing Ma 
bridge - the largest double-deck 
suspension bridge in the world. 

From the North Sea lo tire Pacific, 
innovation around the world is what 
Kvaerner is all about. 
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NEWS: UK 


Chancellor of the exchequer to warn restraint necessary despite strong government finances [ UK NEWS digest 



Minister to call for caution on spending 


By Robert Cftote, 

Economics Editor 

Gordon Brown, the chancellor of 
the exchequer, will warn in his pre- 
Budget report tomorrow that the 
present rapid improvement in the 
government's finances does not 
mean more money for his cabinet 
colleagues to spend. 

Mr Brown will warn that the 
government cannot afford to repeat 
the mistakes of the late-1980s, mis- 
taking a cyclical improvement In 
the public finances Tor the fruits of 
an enduring economic miracle. 

By erring on the side of caution 
now, he will imply, there is more 


likel y to be scope lor extra spend- 
ing nearer the next election. 

The chancellor will also use the 
statement to urge restraint in next 
year’s private sector pay round, 
arguing that inflationary settle- 
ments would prompt the Bank of 
England, the UK central bank, to 
raise interest rates and exacerbate 
the economic slowdown which he 
will forecast for next year. 

The Treasury and the Bank are 
concerned that evidence of skills 
shortages and tightening in the 
labour market imply employees 
will have more muscle in the forth- 
coming pay round. They may try to 
compensate for rises in the head- 


line rate of inflation, which is 
being pushed towards 4 per cent by 
higher mortgage costs. 

Mr Brown is expected to raise his 
July forecast for economic growth 
this year to 3.5 per cent, in line 
with the consensus among inde- 
pendent economists. Growth Is 
then expected to slow next year as 
sterling’s strength, plus higher 
interest rates and taxes, feed 
through. 

The unexpected strength of eco- 
nomic growth this year has con- 
tributed to a faster- than-p redl cted 
decline in government borrowing. 
The strength of spending and 
incomes has helped tax revenues 


while the continued rapid fall in 
unemployment has reduced the 
social security benefits bill. 

This suggests that the chancel- 
lor's July Budget forecasts for a 
public sector borrowing require- 
ment of £10.9bn (518.4bn) this 
financial year and £4bn in 1 998-99 
now look too pessimistic. But Mr 
Brown wiB be keen to explain that 
any Improvement cannot be 
regarded as a windfall to spend on 
public services or tax cuts, 
although analysts expect him to 
produce some modest spending 
measures tomorrow. 

To hammer home the need far 
fiscal restraint, the Treasury yes- 


terday released an analysis of fiscal 
trends under the former Conserva- 
tive administration. It argues that 
fiscal policy was loosened mistak- 
enly in the late 1980s, in part 
because structural improvements 
in the economy were overesti- 
mated. This forced a painful 
retrenchment after -the 1992 elec- 
tion. 

The chancellor is also conscious 
that past Labour governments 
spent too much in their early years 
in office, resulting in the need for 

unpopular belt-tightening as subse- 
quent elections approached. He 
does not want to foil into the same 
trap. 


Adams to meet Blair 
‘before Christmas’ 


By George Parker, 

Political Correspondent 

Tony Blair is expected to 
meet Gerry Adams, the Sinn 
Fein president, in Downing 
Street before Christmas, as 
the government attempts to 
bind the republican move- 
ment into the political talks 
process. 

Mo Mowlam. Northern 
Ireland secretary, yesterday 
said that the meeting would 
take place because the prime 
minister wanted to treat 
Sinn Fein in the same way 
as other parties in the talks. 

“Yes, they will meet before 
Christmas. I guess at No 10. 
hut I don’t have a date yet.” 
Ms Mowlam said on BBC 
television. "Tony made it 
clear that when he talks to 


all the parties, be would 
treat Sinn Fein as normally 
as any other political party.” 

Ms Mowlam said she 
believed there was a danger 
that republicans would 
return to violence if Sinn 
Fein was not treated equally. 
“We have said we believe the 
ceasefire is genuine, we 
believe they are in the talks 
in serious mode. And if they 
are. we should treat them as 
if they are.” 

The meeting will infuriate 
many unionists, who point 
out that the rRA were 
attempting to blow up Num- 
ber 10 with a mortar attack 
only six years ago. But con- 
firmation of the meeting was 
welcomed by Dublin, which 
said it would strengthen the 
peace process. 


“The fact that Mr Blair 
will be welcoming Mr Adams 
to Downing Street is very, 
very welcome,” said David 
Andrews, Irish foreign min- 
ister. “He has signed up to 
the Mitchell principles and 
in those circumstances, he 
must be seen as a leader 
with a legitimate place in 
the talks. I think it is a very 
welcome move." 

London is determined to 
keep the talks process an 
track, in the face of growing 
divisions in the republican 
movement over tactics 
towards the Stormont nego- 
tiations. 

Mr Adams last night 
attempted to allay fears 
about Sinn Fain's participa- 
tion in the talks at a party 
rally In Belfast, expected to 




Press Asoocfauon 

Camera shake: Gerry Adams (left), in 1994, meeting Albert Reynolds, then Irish premier 


be attended by up to 1.000 
activists. 

Martin McGuinness, Sinn 
Fein’s chief negotiator, said 
the IRA was “absolutely 
committed" to its peace 


strategy, and denied 
rumours of splits in the 
organisation. However, he 
admitted that the road to a 
peace settlement would be a 
"rocky, bumpy one". 


In spite of the positive talk 
in London. David Trimble, 
Ulster Unionist leader, said 
he was not "particularly 
optimistic" about a continu- 
ing IRA ceasefire. 


Conservatives act to boost links with business 


By George Parker 

The opposition Conservative party 
yesterday set out plans to rebuild 
its relationship with business, in 
an admission that it bad allowed 
links to deteriorate In recent 
years. 

A new unit will be set up in 
party's headquarters to woo busi- 
ness leaders. 

In what will be seen as a side- 
ways move, Charles Hendry moves 


from being William Hague’s chief 
of staff to become head of the Tory 
business unit. 

Sebastian Coe, the former Olym- 
pic athlete, will take charge of the 
party leader’s private office. 

“We want to establish links with 
the business community in a more 
serious way than we have ever 
done before.” a senior party offi- 
cial said. “You have to work at a 
relationship, and we recognise we 
haven't worked as hard at it in 


recent years as we perhaps 
might” 

Mr Hendry's unit will have to 
overcome resentment in some 
quarters, particularly in big busi- 
ness, over Mr Hague's opposition 
to British participation in the sin- 
gle currency (or at least 10 years. 

The Tory divisions over Europe 
spilled over once again yesterday 
as the party's two factions took up 
their usual positions on in a series 
of broadcast interviews. 


Peter Temple-Morris, the Leo- 
minster MP who was sacked from 
the party for his refusal to toe the 
line on Europe, said he would sit 
alongside Labour backbenchers as 
an Independent One Nation Tory. 
He said he was “very sympathetic” 
to Tony Blair, prime minister, and 
wanted to be “part of the action”. 
He added: “I’m making a very 
clear gesture by going and sitting 
with the Labour party.” 

David Curry, who recently 


resigned as agriculture spokesman 
In the shadow cabinet, said the 
Tories needed to adopt a “broad 
church” approach on Europe or 
face another electoral defeat. 

But the shadow cabinet rallied 
around Mr Hague’s position. Sir 
George Young, the pro-European 
defence spokesman, said he could 
happily live with a policy that 
ruled out US participation In 
the Euro during the next parlia- 
ment 
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By John Gapper, 

Media Editor 

Independent radio and 
television companies may 
set up a joint lobbying effort 
to push for tighter restric- 
tions on the BBC’s commer- 
cial activities and its promo- 
tion of new ventures on 
existing channels. 

The move comes amid con- 
cern among rival UK broad- 
casters at the BBC’s moves 
towards competing with 
them in pay television 
through licence fee funded 
ventures such as BBC News 
24 and commercial sale of 
secondary programme 
rights. 

The I TV Association. 
which represents ITV com- 
panies, and the Commercial 
Radio Companies Associa- 
tion have agreed to meet 
next month to discuss joint 
concerns. Broadcasters 
Including British Sky Broad- 
casting may also attend. 

Some independent broad- 
casters would like the com- 


panies to seek a joint meet- 
ing with Chris Smith, the 
culture secretary, to air their 
worries. They may also con- 
sider a public -lobbying 
effort. 

Although there have been 
past protests about the BBC 
on-air promotion of ventures 
such as the Radio Times, the 
TV listings magazine; the 
concerns of its broadcasting 
rivals have been exacerbated 
by the BBC’s moves to sell 
programmes through joint 
ventures. 

The moves towards joint 
lobbying indicate the BBC is 
likely to face fresh pressure 
over the licence fee when the 
government next has the 
opportunity to review its 
funding mechanism around 
the turn of the century. 

The BBC says its charter 
puts strict limits on its com- 
mercial exploitation of pro- 
gramming and on-air promo- 
tion. It must follow rules 
intended to ensure that it 
only sells rights to pro- 
grammes at market rates. 


Conservation 
body attacked 

report published by Worldwide Fundfor mm ** inter 
national environmental pressure group- wvv r . 

Britain ban never needed a conservation body ’wm than 
todav But the report, timed to Influence a new . j e 
due .0 take over thv mnn^ of 

English Nature next March, attacks 

too reluctant to launch s^re- 

decline In the areas it is supposed to g***^*?^ 

Uve about releasing information and being too close to 

“WSSS 5w£n£U> ^ >■* »■£ 

it needs taSlement its policy of pM*ng l£ ^™ erS 
maintain sites of special scientific interat.Eflg 
Nature said prosecutions were not ^ 
way of getting landowners to protect Shis, if sponn 
£20.000 (834.000) on a prosecution and the guy isortiered 
to pay fines, we don't get any of the money. It goes 
straight to the Treasury and we have lost money we coul 
have spent on protecting sites." it said. Leyla Boulton 

■ ROAD SAFETY 

Plan for more speed cameras 

Thousands of speed cameras could be erected in towns 
and cities under government proposals to reduce acci- 
dents and deaths on the roads. Gavin Strang, transport 
minister, has been impressed with the success of cameras 
in cutting speeding and wants to expand the scheme. Mr 
Strang believes Treasury rules may have to be changed to 
give local authorities and the police an incentive to catch 
and prosecute speeding motorists. Currently, money 
raised from traffic fines goes to the Treasury- leaving 
local authorities to pay for cameras and the police to pay 
for film and bringing prosecutions. George Parker 

■ LIFE ASSURANCE 

Top five win big market share 

The top five life assurance companies raised their com- 
bined market share sharply last year, according to a 
report soon to be published by Bacon & Woodrow, the 
actuarial consultant. The five took 40 per cent of the 
industry’s business against little more than 30 per cent 
three years earlier. According to the consultant, a lot 
more rationalisation has still to be done, on top of the 
recent wave of mergers such as Prudential with Scottish 
Amicable and Axa Equity & Law with Sun Life. The 1997 
report covers just 67 life offices, compared with 1U3 in a 
similar review in 1992. The British fife assurance market 
remains more fragmented than that of many other coun- 
tries. Bacoh & Woodrow warns that as competition 
increases, mediocre companies will find it impossible to 
survive. Our Financial Staff 

■ NEW JAGUAR 

Government support discussed 

Industry Minister Ian McCartney is to meet senior execu- ( 
fives of Jaguar Cars in the next few days to discuss 
whether government aid could ensure that a proposed 
new small Jaguar - the X4Q0 - is built in the UK and not 1 
in the US or Germany. Jaguar said last night that a team 
completing a detailed feasibility study for the X-i0Q. to j 
include aid considerations, is on schedule to report to Jag- ; 
oar’s board before Christmas. But both Jaguar and the 
Department of Trade and Industry said there was "no 
basis” for weekend reports that the DTI is already seeking ^ 
Treasury approval for a £80m package which would allow | 
the car to be built at Ford's Halewood plant on Mersey- | 

side. John Griffiths i 

U EMPLOYMENT 

‘Fairness’ measures to be unveiled 

A wide range of legislative measures to develop work- 
place "fairness" far employees is to be announced by tbe 
government in tbe run-up to Christmas, it emerged at the 
weekend. Iri addition, according to Ian McCartney, the 
industry minister, Labour will not drop its controversial 
election commitment to introduce trade union recognition 
by law where a majority of a "relevant" workforce sup- 
port it in a ballot In a move to dispel doubts in tbe 
Trades Union Congress about the government's willing- 
ness to carry through its limited employment agenda. Mr 
McCartney told a trade union conference in London that 
forthcoming proposals would include publication of a 
draft bill to introduce the national minimum wage and 
fin a l passage this week of the employment rights bill, 
which aims to streamline industrial tribunal 
procedures. Robert Taylor 

■ EUROPEAN UNION 

Employers present priorities 

The completion of the European single market should be 
top of the agenda for the UK presidency of the European 
Union, says the Confederation of British Industry, the big- 
gest employers' lobby in a report to Tony Blair, the prime 
minister. The other four priorities are putting flexible 
labour markets at the heart of European social policy, 
preparing for monetary union, getting ready for enlarge- 
ment. and renewing the ElTs commitment to world trade 
I liberalisation. S tefan Wagstyl 


Fair wind for ferry merger 

But decision may not mean trade mini ster is easing tough stance 

M rs Block-H is the might not be enough to guar- the case was decided on com- from consumers* «r„„ r 
name City of Lon- antee a fair market petition grounds. However, includiim the CnnSimS 

don lawyers have The Monopolies and Merg- competition lawyers sav the . “ . 
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M rs Block-lt is the 
name City of .Lon- 
don lawyers have 
coined for Margaret Beckett 
for her alleged eagerness to 
intervene in bids and deals. 
However, the trade and 

industry secretary last week 

foiled to live up to her repu- 
tation when she approved 
the merger of . the cross- 
Channel ferries of Peninsu- 
lar & Oriental Steam Naviga- 
tion and Stana. She let the 
deal go through, albeit on 
tough conditions. 

Nevertheless, It is proba- 
bly too soon to look for 
another label for Mrs Beck- 
ett The ruling owes- more to 
the particular cirouznstances 
of the case than to any 
change of policy. 

The arguments for and 
against the ferry merger 
were' fairly evenly balanced. 
The ferry companies claimed 
competition from Euro- 
tunnel would ensure prices 
were kept in. check, giving 
consumers value for money. 
But critics of the proposed 
merger argued the presence 
of just two big competitors 


might not be enough to guar- 
antee a fair market 

The Monopolies and Merg- 
ers Commission concluded 
that the merger should, go 
ahead on strict conditions. 
But Professor Martin Cave, 
an MMC member, disagreed 
and urged banning the 
merger. So did John Bridge; 
man. director general of fair 
trading. 

On her own, Mrs Beckett 
might have been tempted to 
side with Mr Bridg eman. But 
she had to consider Brussels, 
which has powers over 
cross-border cases and was 
more inclined to give the 
merger conditional approval. 
Mrs Beckett had struck up a 
good relationship with Karel 
van Miert. the commissioner 
responsible for competition 
policy. Perhaps she did not 
wish to Jeopardise it. Per- 
haps she wants his help on 
other cross-border deals in 
which London and Brussels 
have an interest, notably the 
proposed alliance between 
British Airways and Ameri- 
can Airlines. 

Mrs Beckett's aides say 


the case was decided on com- 
petition grounds. However, 
competition lawyers say the 
way the deal was reached 
suggests strong influence 
from Brussels. Whatever the 
truth, Mrs Beckett and Mr 
van Miert gave the deal con- 
ditional approval and Mr 
van Mlert's officials pub- 
lished a statement praising 
the "excellent cooperation" 
achieved with the British 
authorities. 

For those -who crave con- 
sistency, the ferries' decision 
sits oddly with Mrs Beckett’s 
previous interventions. 
Since taking office, she has 
tried to put consumers' 
Interests at the heart of com- 
petition policy. 

Mrs Beckett has been 
quick to Intervene In the pri- 
vatised industries. She has 
asked the MMC to investi- 
gate the bid from PacifiCorp 
of the US for Energy Group, 
the UK electricity and coal 
company, and the proposed 
acquisition by National 
Express, the bus operator, of 
two rail franchises. 

Mrs Beckett won praise 


from consumers* groups, 
including the Consumers’ 
Association, for these deci- 
sions. But City of London 
merchant bankers and law- 
yers claimed - with little 
evidence - that she was 
spoiling the corporate 
finance game. 

Over the ferry decision, 
the roles have been reversed, 
with merchant bankers 
delighted the deal has gone 
through and consumers’ 
groups disappointed. But one 
verdict does not mean a 
change of policy. 

David Strang, of solicitor 
Barlow. Lyde & Gilbert, says 
the strength of the European 
Commission's influence in 
the ruling is important "It's 

nnrf p lrSl tlMe the UK 

and European authorities 
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.J* precedents, if any. 

Tht ft? to be seen- 
The BA-American proposal 

S been to* subject 

Stefan Wagstyl 
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A new name, an ambitious goal and a firm foundation: ship positions worldwide. Huls AG, the chemicals 

CREANOVA Speziafehemie GmbH brings together in one subsidiary of VEBA, has given us both a good foundation 

company the speciatty chemicals activities of the Huls for growth and access to its financial resources. In 

G roup On January t ,. : 1 998, we will ; become, a separate addition, a workforce topping 4,000; an attractive. 


company, more market-.orien.ted . faster 
in product development, and more 
flexible in meeting customer demands. 


Our aim? To further expand our leader- 
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NOVA 

A Huls Group Company 


competitive package of products and 


services; and a solid turnover totalling 


some DM 2.7 billion all provide the best 


conditions for global success. 
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THIS WEEK 


A nyone ignorant of Mar- 
ianne before coming to 
France quickly learns 
about her. 

The voluptuous figure of Mar- 
ianne. the national symbol of 
France, is omnipresent on post* 
age stamps and coinage. Statu- 
esque effigies of her can be found 
in towns up and down the coun- 
try - even one modelled after Bri- 
gitte Bardot, the body icon of the. 
1960s. 

It is hard to imagine France 
without her. And the more one 
learns about the emergence of 
Mar iann e as a national symbol, 
the more apt she seems. 

That is Illustrated in a fascinat- 
ing exhibition which opened in 
Paris this month - Marianne et 
Germania 1789-1889 - after an 
earlier showing in Germany. 

With paintings, statuary, books 
and documents, the exhibition 
illustrates the contrasting 
national cultures in France and 
Germany during the 19th century 
that grew out of, or were influ- 
enced by. the French Revolution. 
Central to these identities was 


Marianne fresh from the mint 


the cult of the figures or Mar- 
ianne and Germania (in Ger- 
many). 

Marianne Is essentially a popu- 
larisation of the figure of Liberty- 
Inspired by the universal values 
of liberty, the French revolution- 
aries decided in 1792 to define the 
new republican state with a seal 
blazoning “a figure of Liberty". 

This allegorical figure drew on 
classical Roman iconography 
which had long portrayed a solid 
female, draped in robes and wear- 
ing a peaked helmet or bonnet 
(the red bonnet phrygien worn by 
the revolutionaries). 

Liberty's metamorphosis into 
Marianne came in a popular 
southern song of 1792 composed 
by a fiery jacobin cobbler. He 
wrote of Marianne as the personi- 
fication of revolutionary France. 

But why Marianne, when his- 
tory provided a ready-made hero- 
ine in Jean d’Arc? The exhibition 


DATELINE 


Paris: the 
voluptuous 
Republican icon of 
the French 
Revolution never 
really went away, 
writes 

Robert Graham 


catalogue conjectures Mary and 

Anne were the two most popular 

and most sacred Christian names 
of the time. The doable first 
name was common among the 
French peasantry. 

“It was thus the best way of 
evoking the woman from the 


heart of France, the people's 
woman par excellence, and by 
extension the whole revolution, 
with popular OarT. observes 
Maurice Aguihon in an essay on 
Marianne's origins. 

The name spread quickly 
across France and became an 
affectionate way of referring to 
the revolutionary republic. 

At first Marianne was exclu- 
sively associated with republican 
ideas. The Liberty figure, when 
capped with a bonnet, was con- 
sidered subversive by the monar- 
chy. Only towards the latter port 
of the 19th century did Marianne 
come to embrace the ideals of the 
republic as well as the idea of 
French nationhood and the 
motherland. 

Germania was a far more 
ancient phenomenon. Since the 
Roman empire, Germania was 
the female personification of i b* 
territory of the Germans. 


This female figure acquired A 
new lease of life with the advent 
of the French Revolution and for 
a while she was portrayed as sis- 
ter-like to Marianne. 

At this time other European 
states were eagerly adopting 
female personifications of nation- 
hood - Britannia, Helvetica, 
Italia, Polonia and Moder Svea 
for Sweden, 

Germania's attributes altered 
significantly when the French 
sought to extend their frontiers. 
The Napoleonic Wars turned her. 
into a heroic emblem of resis- 
tance to the invading French 
armies. 

Though artists gave Germania 
the same heroic physique as Mar- 
ianne, she appeared more belli- 
cose. She invariably wielded a 
broadsword as she fought for the 
unificat i on ef the German-speak- 
ing peoples. . ~ ' 

Germania was always seen as a 


figure of cultural unity. In Wag- 
nerian times Germania was given 

a Walkyxie look as sentinel of the 
Rhine, gild in versions of this 
guise she was adopted a 6 the 
symbol of the Kaiser's imperial 
Germany. 

- Germania's demise, came with 
the Weimar republic, which had 
no use for an imperial heroine. 
And In the wake of Hitler’s Nazi 
regime, in Germany the readop- 
tion of such a symbol of national- 

- jam was out of the question. Ger- 
mania's last image languishes in 
postage stamps withdrawn in 
1922. 

“The French national symbol 
draws its vitality from the cen- 
tralisation that dominates the 
and political life: while the 
experience of *he Nazis’ fascist 
insignia makes the creation of 
nati onal symbols inconceivable 
in post-war federal Germany", 
observes Marie-Louise Von Ples- 


Ean , n on exhibition comment, 
^ven without Hitler's Cer 
many one wonders how resilient 
Smia would haw bee". Like 
-ruling the 

the British empire, she might 

^MarirmnelS survived bccaiec 
she is adaptable and rootadintf* 
public conscience as J P° pular 

S5 Mariaime outlived 60 ycare of 
mon^T in the «thy 
even though she was basically a 

!£ triumphed over 
Moves to displace her as a gmj 
bol with that of an ancient Gaul 
nr a cock. The Gaul somehow did 
EfStafl? * idea of French 
civilisation as an heir of Rome, 
while the lowly farmyard cut* 
could never compete on heraldic 
devices with the majestic eagle or 

lion. . , 

Of the three national faces on 


FT GUIDE TO; 

DIGITAL PHOTOGRAPHY 


My favourite nephew wants a digital camera for 
Christmas. What exactly is that? 

! Unlike ordinary cameras which use chemical film 
to capture an image which is processed and then 
either stored as a transparency or printed on 
special photographic paper, there is no film in a 
digital cameras. Instead digital photography 
depends on several different types of semiconduc- 
tor chip to capture, process, and store an image. 

Li ght passing through a digital camera lens is 
captured by a specialist semiconductor chip called 
a chaxged-couple device (CCD) which converts the 
light into the ones and zeros of computer lan- 
guage. This digital image is then stored temporar- 
ily an a computer memory chip, on a special 
removable “flash memory” card about the size of 
a large postage stamp or, in the case of one of 
Sony's digital cameras, on a standard computer 
floppy disc. Onoe the camera memory is full, the 
images can be transferred to a personal computer 
using a cable and software supplied with the 
camera. 

Are these thing s easy to use? 

Yes, if you can work an ordinary polnt-and-shoot 
camera then you can use a digital camera. All 
digital cameras adjust light settings and focus 
automatically so there is no need to do anything 
else. However, more sophisticated digital cameras 
allow greater flexibility. For example, some now 
feature zoom lenses which make taking wide 
angle family shots or far-away sports shots mare 
interesting - though don’t expect the range of 
zoom you can buy on a standard camera. 

Like ordinary cameras, most have optical view- 
finders. but some also feature small colour liquid 
crystal display (LCD) screens. These can be used 
to frame photographs, and review thwn once they 
have been taken - useful if you decide that you 
don’t want to keep the snap with the Christmas 
tree growing out of granny's head. 

What’s the quality of the pictures like? 

For most people, this is probably the most impor- 
tant question. The quality of a digital photograph 
mostly depends on the image resolution - the 
number of individual dots or “pixels" captured by 
the camera CCD. The higher the resolution, the 
better the quality of the image, particularly if it is 
enlarged. A low resolution image is fine If it is 
thumb-print size, but looks horrible and grainy if 
it is blown up to fill a 21 -inch television screen. 

Early low-cost digital cameras generally suf- 
fered from poor resolution and were no match for 
even the cheapest standard cameras. However, 
the new breed of consumer digital cameras which 
are now in the shops are capable of producing 
much better quality pictures. 

Most digital cameras are now capable of 640x480 
pixels, sufficient to produce reasonable quality 
standard size photographs for display on a screen 


or printing out. But some cameras are now capa- 
ble of even higher resolution. 

If you want poster-size blow-ups, a high quality 
35mm camera will produce better images than a 
digital camera. Kodak ha.? recently announced a 
partial retreat from digital photography. 

And haw does he get the pictures developed - 
♦aifp them along to his local pharmacist? 

No. One of the attractions of digital photography 
is that there is no need to process the image, it is 
available immediately for viewing on a computer 
screen or printing out on a standard home inkjet 
colour printer. For the best quality prints, how- 
ever, you need a good quality colour printer and 
special high quality paper. 

How much would a digital camera cost - he is my 
favourite nephew? 

I hope your pockets are deep. It is possible to buy 
a digital camera for less than £200, but thaw tend 
to be older or discontinued models, nanw? ? with 
640x480 resolution cost from £300 to £650 depend- 
ing on their features and those capable of the 
highest resolutions cost from £800 upwards. 

If your nephew plans to print out copies of his 
digital images, don't forget to check how much 
the special photographic quality printing paper 
costs. Although digital cameras don’t need film 
and there are no processing charges, digital pho- 
tography is not a cheap bobby. 

That’s quite a bit even for a favourite nephew - 
are you sure these things work? How long have 
they been around? 

Digital photography Is not new. Professional press 
photographers have been nsing digital cameras 
for years. But relatively low-priced consumer 
models have only begun to appear in the last few 
years. They are likely to be hot selling Items Ibis 
Christmas. If you have doubts, ask to see samples 
of images taken with different cameras. 

Of course, you're just talking about still pictures. 
What about moving ones? 

It’s strange you should mention that, but the 
digital revolution is changfng the world of the 
camcorder, too. In the past 18 months, companies 
like JVC, Panasonic and Sony have all launched 
digital camcorders which work on the same prin- 
ciples as still video cameras, but store their 
images as a stream of data on a miniature digital 
tape which can then be played back through an 
ordinary television. They can also be used to 
capture still images but are still very expensive: 
they cost from about £1.300 upwards. 

Hm, I wonder if he would settle for a scale model 
of the Mary Rose? 

Paul Taylor 


The Monday Profile; Christian Stronger, DWS 

An enthusiast for equities 



G erman investors have 
plunged into the stock 
market with a ven- 
geance this year, but 
the recent worldwide financial 
turbulence has put their new- 
found enthusiasm to a severe 
test Christian Stranger, head of 
Europe's biggest mutual fund 
group - DWS, owned by Deut- 
sche Ttanic - hopes they will pass 
with flying colours, but says it is 
still too early to telL 
“We shall have to see if there is 
a serious and lasting [stock mar- 
ket) decline and if this mak es 
them reconsider." 

T.iicft «m-mTl investors In the US 
and elsewhere, those in Germany 
have kept their heads. Latecom- 
ers to the German market may 
have had some sleepless nights, 
but the Dax blue chip index 
shows a gain of some 30 per cent 
this year. 

Mr Stranger, who bought his 
first shares at age 12. has long 
been a proponent of equity 
investment, although persuasion 
baa been hard in a country so 
wedded to security after the rav- 
ages wrought by war and infla- 
tion this century. In recent 
decades, most people have pre- 
ferred the safety of bonds and 
hank deposits. 

But their eyes are being opened 
by the endless debate about 
strains on the state pension and 
social security system as retirees 
hve longs' and the labour force 
dwindles. Last year's successful 
share issue by Deutsche Telekom 
helped convince them of the 
attractions of equities - and the 
superior returns they offer over a 
long period. 

Will equities exert increasing 
fascination for cautious Ger- 
mans? Mr Stranger, a friendly, 
soft-spoken 54-year-old, hopes so. 

“There has been a change in 
the fundamental attitude of Ger- 
mans as a whole, not just among 
Investors. Sentiment towards 
equities and the ownership of 
companies was very pom: for a 
long time, especially in the 1970s 
and 1980s." 

“Now, young people say T 
should own a piece of German 


industry or have some foreign 
investments’." 

Low interest rates have also 
made shares more desirable. “As 
long as bonds yield about 5 per 
cent and short-term deposits 
about 3.5 per cent, people will not 
stop considering equities.” 

Then- willingness to do so has 
led to a surge of investments in 
equity funds. Latest figures for 
DWS - which manages a mutual 
fond total of DM121bn (£42 bn) - 
showed an inflow of DM7.4bn to 
its equity funds in the year to 
September 30 against DML7bn in 
1995-96. Its bond funds experi- 
enced a DMlbn outflow. 

For the whole German fund 
industry, the equity fund inflow 


was DMS.5bn - 10 times the pre- 
vious year. 

Yet even if German private and 
institutional Investors undergo a 
wholesale conversion to equities, 
the domestic market still has 
some way to go before it can 
compare with other countries. 

The stock exchanges erf the US. 
Britain, Japan and Switzerland, 
for example, are far bigger in 
relation to thefr economies than 
in Germany, which still has a 
shortage of quoted companies. 

An important factor lacking in 
Germany is Anglo-Saxon type 
pension funds - independently 
managed and heavy investors In 
shares because of the need for 
enhanced long-term returns. That 


is in contrast to the internal 
schemes operated by many Ger- 
man companies. 

So equity supporters were 
heartened by the expression of 
confidence by Germany’s private 
sector bankin g association that 
the government appeared ready 
to change the tax rules inhibiting 
such pension funds. 

Individual concern about 
foture pensions is a growing tic- 
tor in the trend towards more 
equity investment 

To Mr Stranger, this is all 
grounds for "reasoned opti- 
mism". He would have been even 
more cheered if the government 
had managed to push through its 
tax reforms, which would have 
left individuals with more money 
to spend or invest and Improved 
companies’ profits. 

The opposition blocked that, 
but he expects reforms after next 
September’s general election, 
whoever wins. 

Even without tax cuts, the 
prospect of more pension-driven 
investment is exciting. “People 
can see that the state will not be 
able to foot the bill any more to 
the extent they expected. 

“This is a different scenario for 
them and they want to do some- 
thing themselves to obtain better 
long-term returns," be says. 

Mr Stranger has plenty of expe- 
rience of other markets where 
stocks and shares are more 
widely accepted. Part of his train- 
ing, after studying business 
administration and banking at 
Cologne university, was spent in 
New York and London. 

Later, be ran Deutsche Bank's 
London branch and headed its 
investment banking activities in 
north America before returning 
to Frankfurt to run DWS 
in 1991. 

He also became a top amateur 
golfer. He was never tempted to 
take it up professionally, but he 
says it helped instil the necessary 
discipline and patience for busi- 
ness - no doubt also useful in 
coping with volatile stock mar- 
kets. 

Andrew Fisher 
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There they were, sitting next to 
each other in public. They 
avoided eye contact, staring 
straight ahead into the audience. 

The two were Wfrn Duisen- 
berg, president of the European 
Monetary Institute, and Jean- 
Claude Trichet, governor of the 
Bank of France. Both are candi- 
dates for the presidency of the 
future European Central Bank, 
one of the most powerful jobs in 
international finance. 

Their joint appearance at a 
banking congress in Frankfurt 
last Friday had been scheduled 
many m onths before it became 
apparent the two would be enter- 
ing the home-stretch of economic 
and monetary union as rivals. 

On the podium, the two agreed 
on almost everything - from 
central bank independence to 
every detail of a stability- 
oriented monetary policy. 

Wang Hetmeyer, president of 
the Bundesbank, was also there, 
grinning even more broadly than 
usual. And everybody agreed 
with him. On the substantive 
issues, at least, one could not put 
a piece of paper between any of 
the central bank governors. 
Rarely has there been greater 
consensus on the principles and 
aims of monetary policy than 
there is today. 

And this is precisely what has 
made Mr Tri chefs candidature 
so irksome to many European 
central bankers. If everybody 
agrees, what is the point of a 
contest, they ask. 

Until a few weeks ago, Mr 
Duisenberg was the only candi- 
date. Then President Jacques 
Chirac of France nominated Mr 
Trichet. 


Wolfgang Miinchau • Economics Notebook 

Cracks in the consensus 

European bankers agree on Emu until national self-interest intrudes 


A senior French monetary offi- 
cial said: “If we had sent in 
someone who disagreed an the 
fundamental consensus, on cen- 
tral bank indepen d ence, I could 
understand why people would 
get upset But Trichet is just as 
sound as Duisenberg." 

The only conceivable argu- 
ment in favour of Mr Trichet is 
his nationality. Mr Trichet Is 
French. Mr Duisenberg is Dutch. 
And France is bigger than the. 
Netherlands. This is all about 
power. 

This thinking bodes ill for the 
conduct of monetary policy 
und er Rm n Mervyn King, chief 

economist of the Bank of 
England and its designate dep- 
uty governor, said at another 
conference last week that nation- 
ality of the central bankers 
should not matter. If it did, he 
said, we would be in trouble. We 
probably are. 

The Maastricht treaty says the 
executive directors of the ECB - 
the president, vice-president and 
up to four other members — . 
should represent the ECB, not 
their home countries' interests. 

This is true, in theory at least, 
also of the European Commis- 
sion. But while every country 
has its own European Commis- 
sioner - some have two - not 
every country will be repre- 
sented in the ECB's executive 
c o mmitt ee. This committee will 
therefore have to struggle much 
harder to act - and to be seen 
acting - without prejudice. 

The same arguments apply to 
the debate about “keeping a seat 
warm" on the ECB’s executive 
committee for the UK- The idea 
was proposed by Helmut Kohl, 



Duisenberg (left) and Trichet: agreed about almost everything 


the German chancellor, as a ges- 
ture of goodwill towards Tony 
Blair, the UK prime minister. 

The Idea was later supported 
by France with a slight varia- 
tion: a French minister 
suggested one of the executive 
members should be appointed 
for a truncated term. The incum- 
bent would- that step aside when 
the DE joined Emu. 

The Maastricht treaty, would 
allow this because of a deroga- 
tion that suspends the principle 
of fixed eight-year terms for 
every executive director in the 
first wav& Keeping a seat warm 
would also be possible, legally at 
least 

But the juggling for pos i tion 
on the ECB leaves a nasty after- 
taste. Why should the UK, which 
has not even committed itself to 
Emu membership, have a guar- 
anteed seat, when even some 
large first-wave countries and 


several small first-wave coun- 
tries mil not? 

As a new central bank with no 
history, the ECB will need to 
establish credibility. This task is 

hard enough without having to 

accommodate such mercurial 
national interests. ' ' • 

; Even if Mr Chirac cannot 
influence the ECS, he has cre- 
ated the impression that he 
might want to. This unde rlines 
one of Emu's main problems: a 
lack of consensus between Ger- 
many and France. The French 
establishment - with the excep- 
tion of the Bank of France - Is 
leaving out few opportunities to 
express deep misgivings about 
the institutional structures on 
which Emu Is built 

In the past French politicians 
have expressed scepticism about 
the strong notion of central bank 
independence as defined in the 
Maastricht treaty. The treaty 


says the ECB’s primary policy 
goal is to achieve and sustain 
price stability. No politicians 
will impose inflation targets on 
the ECB or hold the bankers 
accountable for their perfor- 
mance. The treaty prescribes the 
policy goals, leaving a group of 
independent people to translate 
them into action. 

France has also in the past 
advocated a much more active 
use of the exchange rate as a 
policy tooL 

Dominique Strauss- Kahn, 
France’s pragmatic finance min- 
ister. has already conceded the 
principle that exchange rate pol- 
icy will be left to the central 
bank, except in extreme circumi 
stances. Of course, if the treaty! 
forces the ECB to conduct monel 
taiy policy in the sole pursuit ofi 
price stability, the bank cannot) 
simultaneously pursue an inde^ 
pendent exchange rate policy. 1 

The euro, the future single! 
currency, will therefore not be 
linked to the dollar. 

Emu will probably work the 
way the authors of the Maas- 
tricht treaty Intended. It will not 
mate much difference whether 
Mr Duisenberg or Mr Trichet 
fands the top job. But to succeed. 
Emu requires consensus about 
the broader goals and means of 
economic policy, and govern- 
ment’s role in the economy. 

The rationale behind Mr Tric- 
het’s nomination, rather than 
the nomination itself, suggests 
this consensus is still lacking 
Governments still regard the 
pursuit of a common monetary 
policy as a matter of national 
self-interest This cannot work, 
which is why we are in trouble.’ 



















) 

1 

j 


FINANCIAL TIMES MONDAY NOVEMBER 24 1997 ★ 




• 4 v:; 

: f-£T ? O a V 




»' equities 




5 




sweeter spot 
Sir people to play. 


3 ' ‘ ■ -,v* .. s'-'-.. C-y' *• ".. .»- ;. , -‘j'.:' '•■•;, ", •* ..■*■■ 

0 ■... ■’ J.'.”. ■■ •• :js • i ■'■ 

1 l "* : ‘-V. : - - • 

S i •,■**• .# ■ " . ’• I . • 1 f .■ * ■. ■ * .. • ■. 

Ji •• •• t -\V 


. . r. 

- r' s • 


'-U 


: a 

'••••• • * ■ 

1 .-i^SBesSi 


**' i .v 7 - ; 



It’s that moment of insight when remarkable things 
happen. 

For example, take the makers of Ping® golf 
equipment. Karsten Manufacturing was taking years 
to design a new set of Ping irons. That’s twelve irons. 


That’s one at a time. That’s way too long. Then, they 


began developing and testing their designs on high 


performance Silicon Graphics® systems 


Less than a year later, a new set of 


Ping clubs shipped to stores around 


the world. And golfers everywhere 


found one more thing to love 


about the game. 


PING 
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It’s just one example of what people do with Silicon 
Graphics’ systems - collaboration with better results in 
less time. And whether you work alone or in a group, 
Silicon Graphics provides you with the freedom to do 
things you can’t with any other computers. To see new 
and more informative data. To look deeper within 
yourself for better answers. 

People in practically every industry, in nearly every 
comer of the world use Silicon Graphics workstations 
and servers in manufacturing, science, government, 
telecom and entertainment. They are the people whose 
insights turn the ordinary into the extraordinary. 

If you need more proof, stop by your local driving 
range. That little pinging you hear is the result of better 
clubs getting to market in half the time. 

To find out more about Silicon Graphics, visit 
our web site or telephone 07000 SILICON (745426) 
quoting reference Ping. 




SiliconGraphics 

Computer Systems 
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Professional advisers, business gurus, 
accountants, lawyers and bankers have all 
supplied a wealth of plainly bad English, 
says Andrew Gowers 

Prize-winners 
in the business 
of jargon 


W hat makes good 
gobbled egook? I 
don't mean 
plain-vanilla 
rubbish, but genuine, 24- 
carat - Jar- 

gon so devoid of utility or 
sense that there is no option 
but to give h a prize. 

That was the question that 
faced a group of us the other 
evening when we met at the 
Cavalry and Guards Club on 
London's Piccadilly. We 
were there to select the 
lucky winners in the first 
Business Jargon Competi- 
tion organised by the Finan- 
cial Times and the Manage- 
ment Consultancies 
Association. 

It was, needless to say, a 
competition without willing, 
or witting, contestants: what 
consultant, academic or 
manager Is going to step for- 
ward for the honour of hav- 
ing his syntax ridiculed, his 
lofty rhetoric brought down 
to earth and his metaphors 
unmixed? 

Instead, we asked FT read- 
ers to nominate others for 
their nonsense. 

Anonymously or in the 
heroic glare of publicity, 
they were invited to strike a 
blow for the cause of Plain 
English by sending in 
egregious examples of its 
opposite - as purveyed by 
professional advisers, 
business gurus, accoun- 


tants, lawyers and bankers. 

More than 110 joined in, 
providing the judges with 
what can quite literally be 
described as an embarrass- 
ment of riches. 

Some sent joyful bursts of 
technobabble - the sort of 
language that “empowers 
knowledge workers with 
multidimensional analysis of 
transactional data". Others 
vented their feelings towards 

The distortions 
and indignities 
the winners have 
managed to 
inflict on the 
English language 
in 300 words are 
inspired 

lawyers, accountants, 
bureaucrats and in one 
memorable case the local 
constabulary by divulging 
private correspondence of 
breathtaking tortuousness 
and opacity. Many, thank- 
fully, gave us writing that 
simply seemed designed far 
ridicule. 

How to choose? We had, 
first, to establish some 
parameters. We decided 
argot for the initiated should 
be exempt: writing specifi- 


Keep it simple, says the MCA 


The Business Jargon 
Competition was 
organised by the 
Financial Tunes and the 
Management 
Consultancies 
Association. MCA 
members account for 
about half the fees 
earned from management 
consultancy in the 
UK. 

Alan Reid, MCA 
president, says: “This 
competition 
demonstrates how 
widespread the problem 
of business jargon has 
become and the need for 
effective and dear 
communication in 
business. All too often 
business advisers fall into 


the trap of complicating 
simple concepts to the 
detriment of both their 
ideas and, more 
Importantly, their cfients. I 
hope this competition wffl 
shine a spotlight on some 
of the worst offenders 
and help to reduce the 
prevalence of business 
jargon.” 

Brian CRorice, MCA 
executive director, says 
the association proposes 
to co-sponsor a similar 
competit i on in 1996. . 
"Those interested In 
removing jargon from 
business language should 
keep their eyes open now 
for examples that they 
can put forward," he 
says. 


rally intended for and liable 
to be understood by boffins, 
nerds, bean-counters or 
legal-eagles did not, we felt, 
pass the test. 

We also ruled that absurdi- 
ties perpetrated by individu- 
als for whom English was 
not the first language 
deserved leniency. Intrigu- 
ing as we found the efforts of 
the Spanish official to con- 
struct a European Inventory 
of Superior Consumption 
Courses by asking corre- 
spondents to fill in an Inter- 
esting Entities Record, we 
felt that somewhere - had 
he been working in his 
native tongue - a shred of 
meaning might have 
emerged. 

Equally, the Filipino tuna 
ranrting company RD Group 
plumbed mysterious - but 
forgivable - depths with its 
mission statement: “Eco- 
nomically viable ventures 
have no escape from the HD 
sonar. Conventional busi- 
ness practices are constantly 
challenged. And the intransi- 
gents shall coalesce or 
decease." 

We were looking for some- 
thing more complex and 
chalTprig in g even than this. 
True business gobbledegodk, 
we felt had to meet three 
principal criteria. 

First it took an astound- 
ingly long time to say aston- 
ishingly little. Second, it 
used big words and grand 
phrases - preferably infused 
with malapropisms, mixed 
metaphors and muddled 
gr ammar or syntax - to con- 
ceal banal, platitudinous 
thoughts. Third, and most 
Important, it had to he 
utterly incomprehensible - 
to a point where its obscu- 
rity deepened with each 
reading. 

Thus, while we greatly 
enjoyed same of the official- 
ese submitted - the United 
Nations' “New system for 
the promulgation of adminis- 
trative issuances", for exam- 
ple, designed “to promote 
deregulation", and the 
Inland Revenue's circular 
tying taxpayers in knots 
about whether pence should 
be rounded up or down on 
their tax forms - we felt It 
did not possess the full 
bizarre force of the best 
entries. 


PUBLIC NOTICES 


NOTICE PUBUSHED BY THE SECRETARY OF STATE FOR TRADE AND 
INDUSTRY UNDER SUBSECTIONS 8(5) AND 10(6) OF THE 
TELECOMMUNICATIONS ACT 1984 

The Sccrcuuy of Stale hereby gives notice os follows. 

1. She proposes to gram licences under the Telecommunications Act 1984 (“the Act") to Nonh American 
Gateway Limited. Sonic Tdecommunicaiions International Limited. Telegroup UK Limited. Easynct Group 
PLG Primoec (UK) Limited and Telecom Ireland Limited (“ifee Licensees") to nm international 
telecommunication systems in the United Kingdom. The licences will be for a period of six months, thereafter 
being subject to revocation on one month's notice. 

Z The principal effect of each licence will be to enable each Licensee to install and run tekcommunicathn 
systems in the United Kingdom which may be connected to telecommunications systems outside the United 
Kingdom, and to provide a wide range of ntetnntioflal services but not any domestic services (Le. services 
involving the conveyance or messages which originate and are subsequently » terminate in the United 
Kingdom) or mobile radio services. Each licence authorises the connection to a wide range oT other systems, 
including domestic systems and earth whiling apparatus. 

3. Each Licence will be subject to conditions such that section 8 of the Act wiD apply to it. thereby making each 

of the systems run under each licence eligible far designation as a public tekeommunkation system under 
section 9 of the Act. it is the intention of the Secretary of State to ■■ each of the Licensees’ systems as 

a public tetecomnnmicatian system. 

4. The Secretary of State proposes to grant each licence in response to an application from each licensee for such 
a licence because she cansidere that it will help u satisfy demands in the United Kingdom for the provision of 
services of the type authorised, will promote the interests of ccasutnexs in respect of the quality and variety of 
such services, and win maintain and promot e effective competition bet w een those engaged in the provision of 
telecommunication services. 

5. She aha proposes to apply the Telecommunications Code l"the Code - ) to Telecom Ireland Limited subject to 
certain exceptions and conditions throughout the United Kingdom. The effect of the exceptions end conditions 
to the application of the Code is that Telecom Ireland Limited win have duties: 

(a) to comply with various safety and environmental conditions, in particular (with certain exceptions) to 
install lines underground or only on such above-ground apparatus as is already installed for any purpose: 

(b) to comply with conditions designed to ensure efficiency and economy on (be part of Telecom Ireland 
Limited in connection with the execution or worts on bnd concerning the installation, maintenance, repair 

* or ahersrian of tbev apparatus; 

(c) to consul! certain public bodies before exercising particular powers tinder the Code, including the local 
planning and highway authorities and English Nature , Scottish Natural Heritage, the Countryside Council 

far Wales, the Notional Trim and the Notional Trust for Scotland, as well as relevant electricity suppliers; 

(d) to keep and make available records of the location of underground apparatus and copies of the exceptions 
aid conditions in the licence to its powers under the Code: and 

(e) to ensure tha sufftejent funds are mflaWe to meet certain liabilities arising from die execution at street 
works. 

6. The reason why the Secretary of Stare proposes to apply the Code io Telecom Ireland Limited is that they wiQ 
need foe sumnory powers in the Code to install and maintain the tclec om nn ai ica i ion systems which ore to be 
installed and run under the proposed licence. 

7. The reaaons why it is proposed that the Code as applied should have effect subject to the exceptions and 
conditions referred to above are that they are considered requisite or expedient for the purpose of securing that 
the physical environment is protected, that there: is no greater damage to land than neccsaoy. that the systems 
are toadied as safety and economically as possible, and that Telecom Ireland Limbed can meet (and idevant 
penons can enforce) liabilities arising from the execution of works. 

8. R cprcacnut kms or otojee lions may be made in respect of each of the proposed l ic en ce s . They should be made 
in writing by 22 December 1997 and addressed to the undersigned at the Department of Trade and industry. 
Communications and Information Industries Directorate, 2S7 Grey. 151 Bucidngfaarn PnbceRoad. Loodtxi 
SW1 W 9SS. Copies of the proposed licence e» be obtained free of cfcuge ty writing » the Department 
(Cue 0171 215 1721) or by ealliiw 0171 21 5 1756. 

Alan D Proud 

De pa rtme n t of Trade and Industry 24 November 1997 


Jargon competition results 
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article then 
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Academy of Management Jotxnri. 
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An overaif strategic plan for business revaluation, shown 
on one large diagram (about the size of a horseoianicei). j 

^•Modei'r 

-A triage group to develop a quick ‘hi? system that Hnks 
with the bask; areas of Resource Management, Human 
■ Resources, Financial Seiyices, end Marketing. 

^Referential Transparency , _ 

" TherBsuftofcontextuafization. Prospectively, a system 

wherein all parts, are connected by a self-simHanruleset; 
retrospectively, that system wherein the prospective 
connections are observed as syntax. 

Soutok OsmH Consulting. Qo®*y Tonto. 
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By Secretary-General's bulletin ST/SGB/1 997/1 of 28 May 1997, 1 Introduced a new 
system for the promulgation of administrative issuances. In this contact I have also 
issued a separate bulletin on Information circulars (ST/SGB/1 997/2, of the same date). 

A scrutiny of the. axrent Indexes of these issuances (ST/A1/21B/Rev.1 8 and Add.1) *■ 
shows that many issuances that appear in the indexes are obsolete. At the same One 
rt b obvious that the Organization Is in need of deregulation. I tave therefore decided 

to reform the system, and the first steps were taken Ihrot^h the two Secretary " • • 

General’s bulletins mentioned above. 

The reform wai now continue. The promulgation of admlnfstr&jve Issuances Is the 
responsi bility o f the Department of Administration and Management, which will review 
all administrative Issuances for substantive provisions. 

Sourore United Notion SacraM* 
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How to salvage foe fkiiing executive 

• The 7 secrets of new-era marketing 

* 10 Cbmm andmemti for snwy CEOs 

s »h» Scntor Edfkr 

Harvard 

Business Review 


We at RD believe that opportunity is boundless, 
it is an everyday experience that challenges our 
senses and defines the obsession of every RD 
family member. Economically viable ventures 
have no escape from the RD sonar. 
Conventional business practices are constantly 
challenged. And the intransigents shall coalesce 
or decease . 

We believe In the magic of quality as our 
mandate and that of our customers regardless 
of dimensions. That is, big or small, near or fer, 
and within or outside the spheres of foe RD 
shores. Profit Is no object In pleasing our 
customers. We are obsessed in delivering the 
products ‘made in heaven’ through our 
boundless labors. 

The RD-femify members radiate our 
constitution. We are a paternal institution that 
indwells in the communities that we subsist 
JjMcation of our axistenceis judged.by 
Mhe quality of fife of the RD deity and its society 
We pledge to the ideal that RD shall remain 
etemql. 




^^^Gorpot^eluoraion s * a tom«wrt tor kho RD Group of 
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Equally, some entries 
taken from official company 
publications - an unbeliev- 
ably complex shareholder 
form from Granada, for 
instance, or a document 
from the “chief knowledge 
officer” at one of Britain's 
top banks describing at same 
length how humans, not 
machines, gather knowledge 
- occasioned baffled mirth 
but did not quite 
tip over the edge into 
bathos. 

Among corp ora te contend- 
ers, one almost made it, if 
only by virtue of being 
entered several times: Ann 
Iverson, the unlamented far- 
mer chief executive of Laura 
Ashley. 

“When we're talking about 
business processes .” she is 
quoted as having said, 
“we’re talking about critical 
path, hierarchy of decision- 
making process and the way 
they interface In a multina- 
tional business." 

(Note the exquisite pil- 
ing-up of important- 
sounding bat redundant 
phrases: the circular loop of 
the “argument"; the use - 
useful indicator this - of 
“critical’', “hierarchy”, “pro- 
cess” and "interface". The 
judges were disappointed by 
the absence, for some unac- 
countable reason, of “holis- 
tic" and “paradigm".) 


But the winners - a con- 
sultancy, an academic and a 
management trainer - are in 
a different league. The dis- 
tortions and indignities they 
have managed to inflict an 
the TZTt gfiqh language in 300 
words are inspired and - in 
a way - inspiring. 

Take Gemini Consulting, 
whose winning specimen 
from its Internal staff hand- 
book is displayed above. 
Note again the way the 
terms explore their own, tan- 
talising universe — the “self- 
similar ruleset", “that sys- 
tem wherein the prospec tiv e 
connections are observed as 
syntax?. Marvel at the sud- 
den emergence, from left 
field, of the mysterious 
hoxseblanket. 

Academics, unsurprisingly 
Anrmgb, provided a hunting 
ground only marginally fess 
well-stocked than the consul- 
tants. A strong contender 
was a tract urging us to con- 
sider the place of "poly- 
phonic dialogue” as an 
“effective technology of post- 
modern organization”. Sadly 
it was contained in a book 
published too long ago to be 
considered under the compe- 
tition rules. 

Our selection In this cate- 
gory, " Organisational dress 
as a symbol of multilayered 
social identities" from the 
Academy of Management 


Journal, fra * a nice line in 
bathos (those nurses’ uni- 
forms suddenly intruding, 
Uke Gemini's horseblanket) 
as well as taking a deli- 
ciously long time to say that 


people express themselves 
and their professions in their 
clothes. 

Finally, there is our prize 
for glib yet incomprehensi- 
ble business . gurus, won 
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hands-down by John Ware- 
ham for his amazing “ 1 -day 
MBA". His advertisement 
encouraged the judges to 
speculate fruitlessly for sev- 
eral minutes about “Shoddi- 
push: the deadly syndrome 
that white-ants most busi- 
nesses". 

And we resolved unfail- 
ingly to find out “how to 
ungl l tch as you reinvent”. > 

A prize of £500 goes to the 
person (anonymity 
requested) who fingered 
Gemini: £500 to Raj an 
Kamatb of Cincinnati 
drawing our attention to . 
Academy of Managemi 
Journal; and £250 each 
C.G. Adams of Letchwoi 
.Herts, and to Graeme 
ers of Merton Park. Lou** 
for finding "Shoddipush**. 

And a big thank you 
everyone who entered 
competition. We will do 
again next year 
unglitched, reinvented orl 
Just conceivably, under 
self-similar ruleset. 

The judges were .. 
Gowers, acting editor, . 
cud Times; John Kay, „ 

-for of Oxford University wa> . 
ness school; Arm Lewis, Plain 
Engl ish C ampaign; Alan 
Reid, president. Management 
Consultancies Association • 
Martin Taylor, chief execu- 
tme. Barclays Bank. 


. . . and a few words from the victors 


S o what does the phrase 
“Shoddipush: the deadly syn- 
drome that white-ants most 
businesses", as featured in the win- 
ning “1-Day MBA” entry above, 
actually mean? 

The competition judges were per- 
plexed bat, fortunately, John Ware- 
ham, its author, is able to provide 
some Illumination. He says he 
devotes some time in his seminars 
to the concept of Shoddipush. “I use 
tt to describe a whole syndrome — 
the economic force (hat drives excel- 
lence ont and shoddiness in,” he 
says. 

As for as to “white ant" is con- 
cerned, Mr Wareham, whose com- 
pany is based in New York, says he 
came across the little creatures 
when he spent seven years in Aus- 
tralia. 

‘It’s like termites eating your 


house, but over there it’s white 
ants," be says. “When they white- 
ant your business It means tiiey go 
in and, effectively, eat the beams, 
that support the b nfbtirig bnt it still 
remains standing. If anyone were to 
give it a push tt would just foil 
over. 

“J hare to admit it Is a colloquial- 
ism. X was going to use the word 
‘undermine 1 bat I thought this was 
more accurate.** 

Overall, he says he is not dis- 
pleased FT readers have singled him 
out far the c om petition. 

“At least it means it [the adver- 
tising leaflet] la getting looked at A 
thing like that errs on the side of 
being colourfuL You’d be surprised 
how many phone calls X had nm fhnt_ 
X think the thing abont white-anting 
they hadn’t heard before,” he 
says. 


Rob Davison, a vice-president 
with Gemini Consulting, also 
believes that jargon has its uses. 
“Jargon is something we all use, 
whether it be in business or techni- 
cal writing or in everyday life. Its 
usefulness is to quickly and effec- 
tively communicate an Idea or a 
concept,” he says. 

The firm’s glossary of terms - 
entries from which, also.- feature ■ 
among the winners shown at the top 
of tiro page - is intended as a dictio- 
nary for staff puzzled by jargon 
from clients, he « pl*in>i 

“X think you would tend to find 
that the consultancies may . have a 
larger glossary of jargon because 
they deal across a number of 
different sub-languages. It’s very 
much like a diplomat might, have 
a French and a German inter- 
preter.” 


He sims up the pros and cons of 
fry”. thM! “to essence, it is an 
extension to the language and it cre- 
ates a sub-culture - which can be 
good because it can be very much a 
way of bringing people together 
around a concept. 

Gip * ide m weak 
n**? of that is it can tend to drive 
exc lusivi ty. If you use terms I don't 
understand I immediately feel out- 
side and X fed inferior. 

S t>s vp y important, not only 
from a writing perspective but just 

a Perspec- 

tive, that the use of jargon and ter- 

mtaology is aligned with the culture 

that one is looking to instil or main- 
tain, within a business.” 

■ Quite so. 

Diane Summers 
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MARKETING AND MEDIA 



Talk is cheap as handsets spread 


The charging structures favoured by mobile phone operators are in flux, says Alison Smith 


T he central question 
of the £L5m adver- 
tising campaign 
launched last 
month by Vodafone, the 
UK’s biggest mobile tele- 
phone operator, is ‘'What are 
words worth?*'. Since last 
week, when Vodafone 
annormeed a range of tariff 
reductions, they are now 
cheaper than they were. 

According to Chris Gent, 
Vodafone’s managing- direc- 
tor, the reductions in tariffa 
were needed to help increase 
the size of the mobile phone 
market in the UK. At pres- 
ent. about 14 per cent of 
people in the UK have cellu- 
lar phnnew 

Though there is wide vari- 
ation in how far mobile 
phones have penetrated indi- 
vidual markets In western 
Europe — from Belgium and 
Greece where it is less than 
one in 10 to Scandinavia 
where at least three in 10 
people are subscribers - 
mobile phones have become 
one of the fastest-growing 
and most aggressive sectors 
for advertsing and market- 
ing in several EU countries. 

Telefonica Hoviles, the 
largest mobile operator in 
Spain, far example, spent 5 
per cent of its total revenues 
last year an advertising, an 
increase of 1.5 percentage 
points compared with 1995. 


France has experienced 
what one participant rails 
the “marketing war” since 
the arrival last year of a 
third mobile operator - 
Bouygues. As in other Euro- 
pean countries, ads showing 
the phone as an essential 
accessary far a wide range of 
people rather than the pre- 
serve of business and the 
rich have increased the mar- 
ket 

But so too have the inno- 
vative ways of pa ckag in g 
services introduced by 
France Telecom’s Itineris 
earlier this year. 

Throughout western 
Europe, those responsible for 
marketing mobile phones 
have much; to play for. The 
most obvious scope for 
growth is in the total num- 
ber of subscribers. At pres- 
ent slightly less than 50m in 
EU countries, it is estimated 
to top 90m in 2000, taking it 
from about 13 per cent of the 
population now to about 23 
per cent then. 

Beyond advertising, one 
way of achieving growth is 
to subsidise handsets for 
consumers, as happens in a 
number of countries includ- 
ing France and Germany. By 
reducing the cost of access 
to a mobile, it broadens the 
phone’s appeal 

New ways of packaging 
charges also make the. ser- 


vice mare attractive. 

“in the past, there was one 
tariff, than it was bi n a r y — 
either expensive line rental 
nnri cheap or tha other 
way around," says John 
Tysoe, taipcn-ma analyst at 
Sodete Generale Strauss 
Turnbull “Now there is a 
move to greater sophistica- 
tion mill Hlf fa r v nHal prices 

for different rrmoq of day or 
fha weekend." 

• The “social life" tariff 
offered by UK operator Cell- 
net, giving much cheaper 
rates in the evenings at 
weekends, is only one exam- 
ple. 

In countries. Includ- 
ing Italy, Portugal and Spain 
as well as in the UK pre- 
payment is playing a role in 
ggpawding the market 

Paul Donovan, nmrnnm-rrlal 
director of UK operator One- 
2-One, says that the prepay 
syst e m which the company 
brought In during the sum- 
mer “is not just about people 
who don’t have credit rat- 
ings, but far those such as 
students and others who 
want control of their spend- 
ing". 

This emphasis on innova- 
tion in charging structures 
comes partly because there 
is little scope for European 
mobile phone operators- to 
differentiate themselves in 
services. 


Bob Lewis, vice-president 
for international develop- 
ment for AT&T wireless ser- 
vices, Qnds this a significant 
difference fro m fb«» US mar- 
ket. 

“In Europe, the uniformity 
of the standard of services 
across countries is benefi- 
cial. but it does limit the 
technical innovations com- 
panies cm make," he says. 

C harging structures 
can also enable 
mobile operators to 
t»bp rm the fixed- 
line telephone companies in 
their search for growth. In 
Denmark, for example, 
mobile operator Sonofon is 
offering “home-zone" cellu- 
lar tariffo at about the fixed- 
line rates for calls made 
from the subscriber's home 

OT nfTW-p. 

Where the market is de- 
regulated enough to allow a 
mobile operator to chooee a 
carrier other than the 
monopoly operator for its 

i n t g matirmal t raffic, then it 
can also cut prices so that it 
Is cheaper to phone abroad 
from a mobile than from the 
fixed-line company. In Nor- 
way, it is already cheaper to 
use NetCom to make inter- 
national calls than to use 
Telenar's fixed network. 

While tfriH is a clear oppor- 
tunity, it may also raise 


questions about the level of 
prices more generally. 

As John Jensen, telecoms 
analyst at s»iramwi Brothers, 
points out; “At certain times 
it can now be less expensive 
to use Orange to call from 
the UK to tbp us than it is 
to caU within the UK. 
There’s a big price distortion 
out there." 

That will be highlighted as 
deregulation that allows 
cheaper international calls 
spreads with the full liberal- 
isation of the European tele- 
coms market next year. 

People marketing mobile 
phones have tougher ques- 
tions to address than even 
tbf¥np that come from turn- 
ing a spotlight on high 
domestic tariffs. The most 
significant may be pre-pay- 
ment 

Despite the advantages it 
brings in expanding the mar- 
ket, and saving mobile 
phone companies from bill- 
ing costs and the risk of bad 
debt, it could change the 
relationship between con- 
sumer and phone c ompany 

According to Conor Kehoe, 
a senior figure in the Euro- 
pean telecoms practice of 
management consultants 
McKinsey & Company, in 
some markets it will not be 
long before a standard hand- 
set wOl take a pre-paid card 
from any of the mobile 


phone companies operating 
in a country. 

At that point, the con- 
sumer is no longer a sub- 
scriber, with whom the com- 
pany is likely to have a 
lasting link, but a customer 
making a series of individual 
purchases, pwrfrmps from dif- 
ferent operators. 

In countries such as Italy 
where there Is little or no 
subsidy of handsets, the 
looser relationship between 
customer and company that 
comes from the pre-payment 
relationship is clear. But 
where handsets are subsi- 
dised and pre-payment 
becomes an important ele- 
ment of the market, the 
. question is more complex. 

If a mobile operator intro- 
duces penalties for custom- 
ers who take advantage of 
the subsidy in buying the 
handset, but promptly use 
tiie pre-payment cards of 
another operator, it may 
seem forbidding even to cus- 
tomers it seeks to attract. 
But It cannot risk subsidis- 
ing a competitor. 

Pricing and customer rela- 
tionships will make great 

r*»Tl« on the marketing «Mlk 
of western Europe's mobile 
phone companies in tbp next 
few years. Potential gains 
are so great that the opera- 
tors have no option but to 
find answers. 


Personal View - Paul 
Woolmington 

Digital TV 
lets viewer 
take control 

New challenge for advertisers 
from information on demand 


Think BR. 
Then think 
Friends. 
Think evening 
TV viewing. 
And you’re 
thinking prime time. Well, 
prime time as defined today 
- a term conceived by tradi- 
tional TV networks to 
describe the most lucrative 
part of their schedules. Hit 
shows through one-way com- 
munication on dumb termi- 
nals (TV sets) to a passive 
audience. 

That’s the way it always 
has been. But not for much 
longer. Prime time Is at a 
historic crossroads. Thanks 
to digital technology, in less 
than 10 years consumers will 
control how. when and what 
they watch. 

This is already happening, 
as evidenced by the internet. 
And it will be accelerated by 
digital TV - technology will 
make a huge amount of 
information available via the 
TV set. 

The internet is teaching 
people to be more active and 
is affecting TV viewing. In 
the US, 82m people use a PC 
at home for personal pur- 
poses, spending an average 
of 9.8 hours a week online. 
And 24m American children 
use a PC at home - where 
they are as likely to be using 
their PCs as they are to be 
viewing TV. Those 24m chil- 
dren, together with 31m 
men, are more likely to be 
using their PCs than watch- 
ing TV between 4-7 pm. 

Economic models of media 
and advertising generally 
involve “pushing" p rogram- 
ming an d advertising at the 
consumer. Digital will allow 
the consumer to “pull" infor- 
mation according to need. 
That is yet another chal- 
lenge for beleaguered adver- 
tisers and their agencies. 


On-demand information 
will dominate digital life. 
Consumers will ask for what 
they want when they want 
it Technology will let them, 
as digital compression offers 
infinite storage and process- 
ing capabilities. 

Take a sporting event for 
example a Formula One 
Grand Prix. The viewer will 
be able to watch the race 
from any seat in the sta- 
dium, or even from a driv- 
er’s perspective, switching 
cars at will. Statistics may 
also be called up. The broad- 
caster does not know what 
happens to the material; it is 
the consumer who is In con- 
trol. That will mean rethink- 
ing advertising-supported 
programming. 

With digital TV, shopping 
will become interactive. 
While online shopping in the 
US captures only a tiny pro- 
portion of overall retail 
shopping, consider this: 44 
per cent of American PC 
owners use them for infor- 
mation about products or 
services they are buying. 
One in five PC owners has 
made an average of 10 online 
purchases in the last year. 

The digital PC/TV will 
allow adults to do all their 
hanking at home or in the 
office, and to find informa- 
tion about travel and jobs. 

Just as advertisers put 
aside budgets for research 
and development, they 
should create a new commu- 
nications R&D budget Ludd- 
ites beware. Great compa- 
nies have kept ahead of the 
game by investing in R&D. 
The new media are no excep- 
tion. Consumption of infor- 
mation and pnb»rtaintfmnt is 
changing. The time for 
investment is now. 

The author is worldwide 
media director of AnaniroM 
Puris Lmtas 
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Consumers - and staff - are helping shape company strategy 


U K cable compan i es are seek- 
ing to make their services 
more appealing to consum- 
ers by offering cheapo: and 
more flexible packages of TV channels. 

Hie Cable Communications Associa- 
tion. the industry’s trade body, has 
called on the Independent Television 
Commission to change BSkyB’s terms 
and conditions governing cable car- 


under if sold alone. The ITC is expec- 
ted to give its response next March. 

It is a critical issue for an indnsfry 
that has failed to attain the hoped-for 
market growth- Companies’ emphasis 
has been on buflding fibre-optic net- 
works rather than on effectively com- 
municating the benefits of cable TV 
and tel e ph on y or improving nn s t onier 
service. They are now re-examining 


and business services in separate snb- 
si diary companies, each with a 


riage of Sky TV channels. 

“We buy channels wholesale at the 
same price Sky retails its channels to 


want." 

But Sky has told the ITC that the 
present set-up ensures greater viewer 
choice, as smalls' channels would go 


consumer wants and needs. 

Mr Bur cham’s ComTel, Britain’s 
third largest cable company, is the 


and service approach. 

Like other cable companies, it had a 
vertical structure with a single mar- 
keting and sales department to serve 
consumers and businesses. It has now 
restructured with res i d e n t ial services 


keting department 
ComTel ’s research showed that 82 
per cent of customers rated its service 
better than BT"s, and 80 per cent 
thought the cable TV service “interest- 
ing, varied and flexible”. But only 64 
pa* cent at staff thought the company 
was performing wen. 

“The perception that customer care 
takes place only in the customer ser- 
vice department is an issue for the 
entire industry," Mr Bnrcfaam says. 

Investment in staff training is being 
increased. CamTel’s four customer call 
centres axe being combined into a sin- 
gle “virtual unit" with one contact 
number, and it is committing £3m to 
developing new can-handling software. 
Procedures from each of the 16 local 
cable franchises are being assessed for 
a “best practice" manual. 

Meg Carter 


its dish customers," says Robert Bur- 
fthnm, chief executive of cable com- 
pany ComTeL “Sky dictates what our 
customers buy - requiring us to sell 
basic channels to people wanting qual- 
ity channels. This has an impact on 
consumer choice, which affects our 
ability to secure the penetration we 


product of a recent merger between 
ComTel and Tetecantial, two UK cable 
operators owned by Dutch telecoms 
company KPN. It has surveyed con- 
sumers staff and is using the find- 
ings to shape a new strategy, structure 


Tim Jackson • On the Web 


Archive holds wealth of data 



America is 
full of entre- 
preneurs who 
spend their 
careers mak- 
ing money 
and their 
retirements 
disbursing it 
causes. Gases where 
ness comes after the 
iropy axe rarer, but 
the story of Alexa 
(wwwjdexa.com). a 
7 that has developed 
[ tool for navigating 

is the creation of 
r Kahle, who worked 
computers at a corn- 
called Thinking 
55 . He founded a 
r WAIS, which 
to AOL in 1995 for 


rang to retire, Mr 

u-ted musing on the 
t the web is tran- 
jecause no trace 
of a web page once 
jber has removed it 
s own money, be 
e Internet Archive. 
vhive.org), which 
ains eight terabytes 
Since a terabyte is 
megabytes, the 
Riding s are eqniv- 
to about 16m • 
h books. 

ata are stored on ' 


tapes in a jukebox system, 
which allows any one of the 
world’s 135m web pages to 
be retrieved in about 15 min- 
utes. The archive is updated 
by software spiders, which 
crawl around the web 
looking for new pages and 
adding them to the archive. 

White spending $100,000 of 
his own money, buflding tills 
system, Mr Kahle realised 

the benefits of developing a 
navigation tool to help 
people find what was most 
useful on the web- He chose 
the name Alexa in homage 
to the great fihraiy at Alex- 
andria. one of the wonders of 
the enrient world. 

Alexa Is a software 
“agent" in the form of -a 
small toolbar beneath the 
browser window. The pro- 
gram sends information on 
your behaviour to Alexa 
which can be used to benefit 


The toolbar keeps track of 
which page is being dis- 
played in the web browser 
window and afters informa- 
tion. related to that page. By 
fffrirfag - one button on the 
Alexa toolbar, you can 
answer the question “Where 
am TT. A window appears 
showing the popularity of 
the si te , details of the web 
site’s owner and statistics .an 
the site’s updates. 


The toolbar also suggests 
where you should go next, 
using a number of m ethods. 
One is to track usage paths. 
The prog r a m keeps track of 
tiie sites you visit in each 
session and how long you 
spend there, and relays this 
information to Alexa. The 
software gives greater 
weight to pages- that are 
viewed for longer, on the 
plausible grounds that they 
are likely to be more useful 

Another approach is link 
analysis. The Alexa spiderrf 
find Bites that recommend 
the page you are looking at 
and consider other sites to 
which they link as possibly 
related. A third approach is 
content analysis. 

Using these methods, the 
Alexa toolbar creates four 
]fnkft to Sites that Infly be 
related to the current page. 

Even thnng h the Alexa cli- 
ent activates six processes 
on the company’s server 
every time the browser 
shows a new page, Mr Kahle 
says the computing power 
needed for the continuous' 
updates is modest 

Mr Kahle hopes to turn 
this into a lucrative advertis- 
ing vehicle. From the compa- 
ny’s paint of view, its key 
advantage Is that the toolbar 
stays open for hours as users 
surf the- web, allowing Alexa 


to sell far more ad “impres- 
sions" than even the most 
popular web site. 

Alexa can “slice and dice” 
its customer base because it 
asks users for demographic 
data such as residence, age. 
job and sex. Advertisers can 
buy toolbar ads that are 
shown only when the user is 
looking at a particular web 
site. This lets Alexa sen site- 
specific ads without the site 
owner’s involvement 

So for, Mr Kahle and his 
colleagues have not sold a 
single ad. They want to 
avoid putting users off by 
making the ads too obtrusive 
at the beginning: 

But there is another rea- 
son for their hesitation. Two 
months since the product’s 
launch, the software has 
been downloaded by 75, MW 
people. Microsoft and Net- 
scape often achieve similar 
download numbers in a mat- 
ter of days. 

Mr Kahle says his down- 
load target is lm copies by 
the aid of 1998. 

If Alexa cannot achieve 
enough users, others will 
imitate or incorporate Its 
best ideas. The company 
i flppdfl some marketing tools 
to encourage other web sites 
to promote its product 

tbnjackson@pdboz.com 
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BUSINESS EDUCATION 


Educating the accountants 

Della Bradshaw finds financial experts need a business qualification too 


L ife has not been easy for 
accountant Katie Feeley 
recently. She is on second- 
ment to the New York 
branch of Arthur Andersen from 
the firm’s London office, bat has 
had to return to the UK twice over 
the past two months to attend her 
part-time MBA programme at Man- 
chester business school. 

But the travel is just a minor 

irritant, says Ms Feeley. a m a n a g er 

in the accounts and financial mar- 
kets division. Fitting in the pro- 
gramme with a full-time job is the 
hard part, and is just as hard for 
the other 55 Arthur Andersen 
employees on the MBA pro- 
gramme. 

They are the first tranche of 
partners and managers from 
Arthur Andersen who have been 
selected to study for an MBA at 
two UK business schools - Man- 
chester and Warwick. 

The Andersen plan is ambitious: 
next year a minimum of 70 employ- 
ees will begin the four-year, 
part-time programme and in 1999 a 
minimum of too will start their 
MBAs. But Andersen, while in the 
forefront, is not the only organisa- 
tion to recognise that accountants 
need business as well as accoun- 
tancy training these days. 

Both the Canadian Institute of 
Chartered Accountants and its 
equivalent body in England and 
Wales have concluded that quali- 
fied accountants are likely to go on 
and develop wider interests. They 
could be in general management, 
corporate finance, financial ser- 
vices or tax. says Phil Armitage, 
director of education and tr aining 
at the Institute of Chartered 
Accountants in England and 
Wales. "We expect our members 
will go on and do other qualifica- 
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dons. They owe it to themselves 
and their profession to develop 
their careers." 

But while Mr Armitage sees the 
obvious advantage to the individ- 
ual of management training, 
Andrew Pawley, tr aining manager 
at Arthur Andersen, believes 
accountancy firms have to change 
If they are to meet the needs of 


their clients. "There has been an 
evolution in general accounting. 
We no longer have auditors - we 
have business advisers. We recog- 
nise that we have to develop 
higher level tremagBrnwit gtHiia in 
our people." 

The move benefits ever y one, he 
believes. “We genuinely believe it 
is a win/win situation. We have the 


opportunity to broaden the busi- 
ness and also to invest in the indi- 
viduaL" 

Ms Feeley agrees and says she is 
studying for the MBA partly for 
her own development but partly 
because of her clients' expecta- 
tions. “The Idea of what are basic 
skills are very different from what 
they were five years ago," she says. 

In the US, there has been a grow- 
ing demand for MBA courses from 
chartered accountants, says David 
Wilson, president of GMAC, the 
Graduate Management Admission 
Council, which keeps a close eye 
on those who alter US business 
schools. "Accountancy exams give 
you discipline, specific knowledge 
and the professional qualification, 
but the MBA Nfcm that qualifica- 
tion and builds on it," he says. *Tt 
takes depth and adds breadth." 

Although many junior accoun- 
tants are opting for full-time pro- 
grammes in a bid to change 
careers, more established accoun- 
tants are opting for part-time pro- 
grammes, he points out. “The 
accounting profession at the 
moment is a very lucrative one and 
many of them choose to study 
while they continue to work.” 

One of the most fascinating 
aspects, be continues, is the num- 
ber of chartered accountants who 
are offered sponsorship by their 
firms but opt to pay for the course 
themselves, usually because they 
want to move out of accountancy 
into consulting or banking. 

The move by accountants back 
to business school also brings some 
benefits to the schools, believes Mr 
Armitage. "Good MBA pro- 
grammes are characterised as 
ranch by the students who take 
part as by anything else. There is 
no doubt that chartered accoun- 


tants have much to offer " 

Syd Howell, programme 'director 
of Manchester's modular MBA pro- 
gramme, believes the two schools 
involved will “average up in perfor- 
mance" as a result of the influx: of 
Andersen employees. 

Aspiring MBAs from. Arthur 
Andersen in the UK win study for 
their degrees In blocks offourdays 
at a time. In the first, two 'years - 
the “core” element of the" pro- 
gramme - they will study 10 blocks 
(40 days) and. if they successfully 
complete the work, win receive a 
diploma at this half-way stage. 
Alter that they win spend two 
years completing the elective 
(optional) element of the pro- 
gramme alongside the more tradi- 
tional MBA students at Warwick 
and Manchester. 

The MBA degree they will 
receive will be the same as all the 
other MBAs awarded by the two 
schools, Insists Ian Davidson, pro- 
fessor of ffnanriat management at 
Warwick. It Is just the delivery 
mechanism that we've adjusted a 
bit.” 

That means the workload is most 
intense over the summer and 
autumn and there is less work to 
do in January and March, the 
auditing season. The organisers 
also concede that the elements on 
accountancy have been made 
“more relevant" to the participants 
- that is, harder. • 

At present participants are just 
from the UK. (Ms Feeley was 
recruited while working in Lon- 
don.) However, the plan is to 
expand the scheme and fly in 
Andersen employees from Europe, 
the Middle East and Africa. As to 
Ms Feeley, she describes her US 
colleagues' reaction to her jet-set- 
ting as "Intrigued". 


Getting business training under the bridge 


Most students never study 
business, yet the majority of gradu- 
ates are employed in business. 

It is this discrepancy that 
spurred the Dealing committee 
report into higher education in the 
UK to recommend that all under- 
graduates should have some form 
of business training. It w as the 
same issue that persuaded the 
Amos Tuck school, at Dartmouth 
College in the US, that they should 
offer short courses in business far 
graduates in subjects as diverse 


as fine art and engineering. 

From the summer of 1998 the 30- 
day immersion courses in business 
will be available to graduates and 
final-year students in Europe as 
well as the US. Paul Danos, dean of 
Amos Tuck, is looking for two 
sites, in the UK, France or Ger- 
many, but is as yet undecided. 
(Tuck already has a global 
research alliance with Templeton 
college in Oxford and Hec in Paris.) 

Professor Danos believes this 
summer camp for business - which 


he describes as “a substitute for 
flipping hamburgers or going an a 
study trip to Italy" - will be as 
popular In Europe as It has proved 
during its first year in the US, 
where “it exploded like dynamite", 
he says. 

A total of 83 students studied last 
summer on the bridge programme, 
as it Is called, at the Amos Tuck 
campus in Dartmouth, New Hamp- 
shire. Most had already graduated 
and 10 had doctoral degrees. 
Twenty participants were from out- 


side the US, many from Europe. 

About one third of the students 
were company-sponsored and Prof 
Danos believes the bridge pro- 
gramme could prove popular with 
European companies as a replace- 
ment for in-house training pro- 
grammes. “I really believe the mar- 
ket in Europe will be with the 
major companies, consultants and 
investment banks. It gives compa- 
nies somewhere to train and 
recruit youngsters.” 

The programme is taught by the 


academics from Tuck’s MBA pro- 
gramme and many of the tech- 
niques are similar. Participants 
need to work the tra&tlonal MBA 
12-hnur day and present a business 
plan at the end of the month. 

The cost for this . year's pro- 
gramme was $6,000 (£3,550) but the 
price will rise slightly next year. *T 
have a policy of never charging the 
game for two years r unning ," says 
Prof Danos. 

DB 



Conference 
goes ahead ! 

In spite of recent terrorist 
activity in Egypt, the Arab 
Administrative 
Development Or g ani s a tion , 
the trade body for' Arabic 
business schools, will be 
holding its four-day 
conference New Strategic 

Directions for Arab ..... . 

Business Education in 
Cairqfrom November 23. 

■ The conference will 
involve business schools 
from across the Middle 
East as well as ‘business ■* 
leaders and representatives 
from bodies such as the 
UK's Association of 
Business Schools, 
Brussels-based EFMD and 
the AACSB from the US. 
AADO: Egypt, 2 417 SMI 

Making a case 
for women 

Harvard business school is 
planning to develop more 
case studies that highlight 
the role of women in 
management. The school is 
working with the 
Committee of 200 (C200), a 
US-wide organisation of 
businesswomen, to help 
identify cases and to 
encourage women to 
pursue careers in 
management 
The initiative was made 
possible by a donation 
from lawyer and 
businesswoman Marjorie 
Alfds. 

Harvard: unow.hbs.edu 

Home-grown 

doctorates 

Madrid's Institute de 
Empresa has joined forces 
with Spain’s biggest 
university, the 
Comphrtense university of 
Madrid, to enable DS to 
award doctoral degrees. 

The degrees will be ratified 
by the Complutense 
university, enabling 
holders of the qualification 


teach in Spanish 
universities. 

IE sponsors fol f ^ D 
students a year at UJ *. 
wiivwsities. The P rob, ?“ 
for IE is tbat some of them 
decide to accept job offers 

^mUSbusfoess«hools 
rather thm returning to 
Spain once they have 
completed their research- 

DS: Spain. 1 562 SI 00 

Cindimati 

millions 

The university of 
Cincinnati has accepted 
$5m <£2.9m) from 
Ohio-based financier Carl 
Lindner to help finance its 

business undergraduate 

programme. The five-year 
programme has been 
re-named the Cart Lindner 
Honors-PIns business 

programme. 

University of Cincinnati: 

US. 513 556 3001 

Professors 
on video 

To watch the best 
European management 
gurus giving lectures you 
no longer have to spend 
tiwi. at a business school. 

Iwcaari, in Fontainebleau, 
has produced a series of 
videos in which its 
professors discuss issues 
such as managing people, 
project management the 
leadership challenge or 
price negotiations. They 
are available from Video 
Management In Brussels. 

Meanwhile London 
business school, in 
conjunction with Financial 
Times Television, has 
launched a CD which 
contains video footage of 
LBS faculty giving insights 
into global business and 
management issues. 
Management Practices, as 
it is called, contains six 
presentations. 

Video Management 
Belgium, 242143 11: 
LBSunew.lbs.ac.uk 
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BUSINESS TRAVEL 


Travel Update ■ Roger Bray 


..the leading' business centres 


DIY booking 

American Express plans to 
launch its do-it-yourself 
information and 
reservations service for 
travelling executives in the 
UK and Canada during the 
second quarter of next year, 
when it will start testing the 
software on key customers. 
Later in the year it will 
begin trials In Germany. 
Sweden and Mexico. Already 
available in the US, it will 
allow travellers to check 
flight availability, for 
example, from desktop 
computers - or even from 
laptops aboard aircraft. 

Users will be able to call up 


maps and pick hotels within 
a desired radius of the 
company they are visiting. 

Bedroom surfing 

Guests staying at Sheraton 
hotels will soon be able to 
surf the internet, receive 
secure e-mail or faxes and 
watch videos on demand on 
televisions in their 
bedrooms. Tbe system will 
allow them to pause movies, 
to take telephone calls or 
organise room service. The 
computer memory will store 
preferences, ensuring, for 
example, that customers get 
their favourite newspapers 


- and that share prices 
which are important to 
them are displayed. 

Dresden hotel 

A new hotel has just opened 
in Dresden. The Park Inn 
International, operated by 
an Arizona-based chain, has 
145 rooms and is close to the 
Siemens manufacturing 
complex. Built around the 
old Undesogfuten ballroom, 
it has a business centre, 
meeting rooms and a health 
dub. Rates run from DM150 
(£52) to DM240. 

Travel work-out 

Air Canada’s business-class 
customers can now swim. 


work out in a gym or relax 
In a steam bath five 
minutes from Heathrow. 
Executive First passengers 
arriving in the capital - or 
connecting with onward 
flights - have free use of 
spa facilities at the 
Badisson Edwardian HoteL 
They are offered continental 
breakfast and can have 
clothes pressed. Passengers 
with at least 2% hours 
between flights are met in 
the arrivals hall and 
transported to the hotel. 

Brazil tax relief 

After last week’s news that 
Brazil was about to impose a 
swingeing Increase in 
departure tax, there is 


slightly better news. Travel 
industry sources are now 
confident that the rise wffi 
affect only Brazilian 
citizens. The gove rn ment 
proposes to raise the tax 
from the present 18 New 
Reals to 90, which is 
roughly $73. 

Infrequent flyers 

With most airline 
frequent-flyer programmes, 
the more you fly, the more 
mileage points you earn, 
writes Amon Cohen. Under 
the Infrequent Flyer Scheme 
of Pennsylvania-based 
V-SPAN, free flights are 
awarded for not leaving the 
office. 

V-SPAN is a video- 


conferencing management 
company, and claims 
companies can save money 
by staging videoconferences 
instead of sending 
employees long distances. 
Tet although 
videoconferencing is 
cheaper, the suspicion, 
re mains that some 
executives opt to travel in 
order to accrue 
frequent-flyer points for 
their own benefit, says 
national sales manager 
Russ McFadden. 

V-SPAN awards mileage 
every time ft takes a 
videoconference booking. 

Mr McFadden says two 
bookings a week over six - 
months are almost *»no g gb 
to earn a free flight 







I**--:' « ^20 3§^ 21 

JKrtPSIS 





British Airways 7 decisions to enter the no-frills airline market and to cut agents' commission have wide-ranging effects 


Costs win over 
creature comforts 


N o-frills airlines do 
not all offer conve- 
nient departure 
points, suitable 
scheduling or in-flight com- 
fort Yet business travellers 
are so enthusiastic about 
them that British Airways 
wants to get in on the act 
Their big attraction is 

price Easy Jet, Ryanair and 
Debonair undercut the big 
carriers by as much as 50 per 
cent and focus mainly on 
high-volume, point-to-point 
routes. Subsequent trips to 
see clients, previously 
regarded as too expensive, 
are now possible. 

But despite BA’s planned 
launch next year, a rash of 
low-cost carriers seems 
unlikely. In the US there 
was a high failure rate in the 
wake of deregulation 20 
years ago. and the geogra- 
phy of Europe offers fewer 
high-denslty routes. “In the 
whole of Europe there are 
40,000 connections - or city 
pairs - and no-frills airlines 
only compete on 100 or 200 
city pairs, where there Is 
enough business." says Kees 
Veens tra, deputy secretary 
general of the Association of 
European Airlines. Alliances 
with the leading earners are 
more likely. 

Sir Michael Bishop, chair- 
man of British Midland, 


says: “There will be a lot of 
new start-up airlines but not 
all of them will make it. 
Larger airlines will react 
and start to put the squeeze 
on them.” 

BA's direct-sell, no-frills 
start-up could do just that. It 
is promising the best prices. 
Based at Stansted, it will be 
a separate business, carry a 
different name, have its own 
employee* and build up a 

fleet of eight 737-300S by the 

end of 1998. It will offer up to 
three flights a day on every 
European destination within 
the first year. 

Barbara Cassani. chief 
executive, is bullish- "Cus- 
tomers are ready to buy 
directly over the phone with 
you, not pay for sandwiches 
they don't even like, and 
save money on the fore.” 

Every European carrier 
has to find ways of cutting 
costs, as short-haul routes 
are not particularly remu- 
nerative. 

“These start-up airlines 
represent an opportunity for 
the main airlines,” says 
Chris Tarry, transport ana- 
lyst with Dresdner Klein- 
wort Benson. “They need to 
enter into an arrangement, 
such as a franchise, with 
these smaller airlines." 

• EasyJet captured the pub- 
lic interest with bargain 


EasyJet has at last won 
approval from the Swiss for 
cut-price flights to Geneva, 
writes Roger Bray. But the 
extraordinary complexity of 
the deal is a reminder that, 
outside the newly liberal- 
ised EU, air travel is still 
hobbled by restrictions. 

If you are starting your 
journey in the UK, one-way 
fares will start at £49. The 
Swiss have dropped their 
opposition to the rale of sin- 
gle tickets in Geneva, but 
the lowest they will allow 
on a London-bound fHght is 
SFr239 (£101) - higher than 
the airline would have liked. 
If you are starting your trip 
in Switzerland, you will 
have to buy a return ticket 

basement fares, ticketless 
travel, no catering and direct 
sell to the public two years 
ago. “Our benchmark Is that 
we should be no more than 
half the fore of our competi- 
tors,” says Tony Anderson, 
sales and marketing direc- 
tor. Those savings can be 
made if you’re happy to 
accept restrictions ou the 
ticket and fly from Luton. 

• Ryanair has won the big- 
gest share of the Zreland-UK 
routes, and also offers three 
continental European desti- 
nations. It is hi g hl y profit- 



Companies fear rise 
in their bills 


U K companies 
expect their busi- 
ness travel bills 
to rise following 
last week's decision by Brit- 
ish Airways to cut commis- 
sion payments to travel 


B arba r a Cassani: .‘customers are ready 1 


able from constant 80 per. 
cenfrplus load factors. 

• Virgin Express operates 
from Gatwick and Heathrow 
and is priced between 
EasyJet and tbe big carriers. 
It allows direct and agency 
booking. Small to medium- 
sized companies, attentive to 
their bottom line, are its big- 
gest customers. In the next 
few weeks it will launch its 
own Jfrequent-flyer pro- 
gramme. 

• Luton-based Debonair 
flies to and between six con- 
tinental European destina- 


tions. It mixes direct seQ and 
agency bookings and keeps 
costs low by contracting out 
everything from check-in to 
aircraft maintenance. Over 
half of its customers are 
business travellers. 

“We offer comfort in our 
cabin equal or better than 
other airlines’ economy 
class, courteous staff and 
flexible fores valid for 12 
months," says Franco Man- 
cassola, chairman and chief 
executive. 

Gillian Upton 


BA has reduced its stan- 
dard commission in the UK 
to 7 per cent from 9 pa cent 
for international flights and 
7J5 per cent for domestic 
flights. The airline has a ’ten 
imposed a variety of cuts on 
agents in the US, Canada 
ami tiie Baltic states. 

For many large companies, 
this will mean a .direct 
increase in their travel costs. 
Almost half the revenue of 
the UK’s three biggest busi- 
ness agencies - American 
Express, Hogg Robinson Bn 
and Carlson Wagonlit Travel 
- is already handled on a 
management-fee basis. 
Under this arrangement, the 
agent passes on all commis- 
sion and other airline 
bonuses to the corporate cli- 
ent, from which it receives 
In return a fee for managing 
its travel require 
meats. 

Others remain on. the 
traditional commission and 
rebate system, under which 
the agent passes on a 
proportion of its commission 
payments to the client. 
Travel agents say they 
cannot afford to maintain 


the present . arrangements. 

Richard Lovell, Carlson 
Wagonlit UK managing 
director, says his company 
will renegotiate with all cli- 
ents that are not on a man- 
agement fee. “For clients 
still on a rebate, the rebate 
will not be as big as before. 
Alternatively, we will move 
them on to a management 
fee or to a transaction fee.” 

- With a transaction fee, cli- 
ents pay for each service the 
agent provides, such as 
booking and issuing tickets, 
procuring passports and 
visas, and providing data on 
the client’s 1 expenditure. 

BA points out it is also 
introducing a performance- 
related bonus. Agents earn 
extra money as soon as they 
sen 95 per cent of their previ- 
ous year's sales with BA, 
and can earn a bonus of up 
to 3 per cent whim sales 
reach 125' per cent 

Mr Lovell says the bonus 
scheme is a red herring, “To 
return to the states quo, we 
will have to Increase our 
business by 15 per cent each 
year,” he says. 

“If you look at the growth 
in tbe market 'and the foot 
that most customers already 
do 50 per cent of their flying 
with BA, then, the chances of 
achieving that are very 
slim.”' 

: Dan Brewin, BA's head of 
UK and Ireland sales, says: 


“I don't accept this is a price 
increase for the corporate 
client. We have restructured 
the way we reward the 
travel agent and that does 
not necessarily have an 
impact on the corporate cus- 
tomer." 

Loraine Holdcroft, chair- 
man of the Institute of 
Travel Management, says 
BA can expect demands to 
share its savings with cli- 
ents. “If we are going to be 
facing increasing costs in 
one area, we want to know if 
savings are going to be 
shared with the end user." 

Travel managers fear BA’s 
performance scheme pro- 
posal could influence agents 
to book a BA flight when the 
client may have an agreed 
deal with a rival carrier. 

This potential clash of 
interests is part of the rea- 
son why, despite the initial 
grumbling, some agents and 
client s are keen to move 
away from commissions. A 
fee system - usually with 
accompanying savings 
incentives - ensures the 
agent earns more by reduc- 
ing the client’s travel bill 

“The savings we can 
achieve together on the tow 
travel bill are much greater 
than the 2 per cent lost to 
commission cutting," says 
Mr Lovell. 

Amon Cohen 
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INDONESIA 


This year’s string of disasters could scarcely have come at a 
worse time. Few doubt that Indonesia can and will return to 
the path of rapid growth. But it will be a painful process. 
Quentin Peel and Sander Thoenes report 


Regime tarnished by 
man-made calamities 


T he superstitious 
among Indonesia’s 
200m people could be 
forgiven for thinking that 
the gods must be irate. By 
almost any standard, 1997 
has been a very bad year, 
bringing drought, forest 
hres, air crashes, a currency 
collapse, stock exchange 
slump, and riots. 

But much of the calamity 
has been man-made, and it 
has tarnished the reputation 
of President Suharto’s 
regime, at a critical moment 
for the ageing president and 
his supporters. 

Mr Suharto, now 76, and 
the second-longest ruling 
head of state in the world 
after Fidel Castro of Cuba, is 
preparing for re-election by a 
hand-picked assembly next 
March. Few doubt his ability 
to win another term. Yet his 
hold on the archipelago of 
13,000 islands is more tenu- 
ous than it has been for 
years. 

His people have supported 
him, or tolerated him, 
because for 30 years he pro- 
vided more food, more hous- 
ing, more jobs and more sta- 
bility. Indonesia can boast 
an impressive economic 
growth record in recent 
years, and a degree of bud- 
getary discipline and control 
of foreign borrowing which 
has earned the praise of the 
World Bank and Interna- 
tional Monetary Fund. 

That was before the cur- 
rency turmoil broke in 
south-east Asia, precipitated 
by Thailand, and eventually 
engulfing Indonesia in late 
July. After two failed efforts 
to stem the speculation. 
President Suharto was per- 


suaded in October to seek 
help from the IMF, the 
World Bank, the Asian 
Development Bank, and 
friendly governments. 

The resulting $38bn-plns 
package of standby credit 
was the largest put together 
since the financial rescue for 
Mexico in 1995. It also 
implied a huge political 
climbdown for the president 

“An extremely proud man 
has been persuaded to ask 
for help," according to one 
leading western donor. “Few 
people realise the enormity 
of the decision. They have 
just entered the highest 
stakes poker game they have 
ever played.” 

It is a gamble which 
involves not only Mr 
Suharto, but Ins team of top 
advisers - including those 
brought back into govern- 
ment because of the crisis 
-and now the international 
finan cial institutions. They 
have put together enough 
potential support to see off 
any conceivable speculation 
in the market. They are 
seeking in return a range of 
highly sensitive economic 
and political ref cauls, involv- 
ing the liquidation of ailing 
banks, much stricter super- 
vision of the financial sector, 
and greater transparency in 
government decision-mak- 
ing. 

The programme will 
depend on the continuing 
political stability of the 
country and Mr Suharto’s 
regime, at a time erf unprece- 
dented uncertainty. It 
implies action to curb cor- 
ruption, both large-scale and 
petty, which rivals most 
other countries in Asia. And 


it Will limit the influence of 
the president's family and 
close associates, who have 
exploited their connections 
to build up powerful busi- 
ness emp ir e s in all sectors of 
the economy. 

Until now, the president 
has failed to promote any 
obvious successor, allowing 
political speculation to 
spread. He has distanced the 
military, the source of his 
own authority and one of the 
few strong unifying forces in 
the country, from real 
power, but put nothing In its 
place. There is a strong whiff 
of ftnderigvne. 

Against such a back- 
ground, the string of disas- 
ters could scarcely have 
come at a wane time. 

First came the disappear- 
ance in March of Michael de 
Guzman, chief geologist of 
Bre-X Minerals, who appar- 
ently plunged to his death 
from a helicopter flying over 
Kalimantan. Shortly after he 
disappeared, Bre-X had to 
admit that Busang, the gold 
mine he discovered and 
claimed to be the world's 
largest, was a hoax, leaving 
the country’s mining reputa- 
tion in tatters. 

Then the spring election 
campaign far a new parlia- 
ment was marred by riots, 
which cast a shadow over 
the landslide victory of Gol- 
kar, the government party, 
and raised concerns about 
President Suharto’s grip on 
his country. 

Drought has severely 
affected the important agri- 
cultural sector, exacerbated 
by the El Nino weather phe- 
nomenon. It has put the whi- 
ter rice crop, the largest of 


the three annual harvests, at 
risk. In the remote highlands 
of Irian Jaya, at least 500 
people have diad from diar- 
rhoea and malaria, due to 
lack of clean water and 
reduced resilience. Some US 
meteorologists predict the 
dry weather could last until 
February. 

Meanwhile, vast areas of 
Indanesia'6 rain forests and 
peat bog, including some 
surface coal deposits, have 
been burning since July, set 
alight by careless fanners 
and plantation owners who 
want to dear land for agri- 
culture. The smouldering 
peat and coal emitted a poi- 
sonous smog that spread 
across five south-east Asian 
countries. 

The smoke was also a 
likely factor in the worst air 
crash in Indonesia’s history. 
A Garuda Airbus A300B4 
jetliner lost direction in the 
haze and went down in the 
mountains of Sumatra in 
September, killing all 234 
people on board. 

By this time the rupiah 
and the stock market bad 
also crashed. First, the cur- 
rency toppled, followed by a 
banking crisis, warnings of a 
drastic squeeze on corporate 
profits and then a slump on 
the stock market- A govern- 
ment and industry used to 
high growth and a stable 
currency did not know how 
to respond when both disap- 
peared overnight 

In September, the govern- 
ment pledged economic 
reforms and austerity mea- 
sures. including delays for 
infrastructure projects worth 
$37bn. The announcement 
briefly revived the rupiah 
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Repubte of Indonesia 
- Form of g ove rnm e n t 
Strong presidential gov ernme nt 
baaed on me Mb ideology of 


Presidency is highest executive 
office, with direct tagtatattvm powera 
and authority fo appoint cabinet: the 
preddam la elected lor a five-year 
term by the People's Constftttive 
Assembly (Mafafis Permuspmsratan 
Rakyat MPRfc last cabinet reshuffle 
December B 1995 
;» Mena of state . / 

trie president, Suharto 
. • MaSonil WgMatur* . 

The i,00CV<nemberM>RlsnomlnaDy 
the highest author*? In the state and 
c ons i s t s of members o< the House of 
People's Representatives (Dswsn 
PenveMIvi Rakyat. DPR) and 500 
a ppointe d me mb er s ; tha MPR meets 


every five years to establsh the 
gudefines of state policy and elect 
the prescient and vice-presNient; the 
500-mamber DPR must approve al 
laws; 425 members tro elected, while 
75 representing the armed forces are 
appointed by (he president 

* ttattooal etodfons 

May 28 1997 (DPR). March 11 1993 
gxesJdent&Tl: next elections due May 
2002 (DPR). March 1998 (presidential) 

* National government 
Suharto 'e currently sennng he sixth 
consecutive presidential term; 

GoDot controls 325 of the 500 seats 
In the DPR 

* Mata pofittad org antea boo s 

Majority party - SekretarnB Der s a ma 
Goiongan Karya (Goflcad 
Minority partes - Parta Persatuan 
Pemfcangunan (PPP; coaKion of 
previously Moslem panics): Pern* 
Oemokrasi Indonesia (PDt coafioon of 
previously non- Moslem pameo) 
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and the stock market, but 
lack of a follow-up with 
more detailed reform mea- 
sures drove down both the 
markets until both lost more 
than a third of their value. 

In early October, the gov- 
ernment recalled 70-year-old 
Widjojo Nitisastro. doyen of 
the country’s economic 
advisers, from retirement to 
head its negotiating team, 
and called in the IMF. 

“It is not that we want 
them to change our policy, 
but we want them to show 
their support,” said Sudrad- 
jad Djiwandono, governor of 
Rank Indonesia. He nlairnpH 
to have $205bn in reserves 
- enough to cover five 
months of Imports - and 
$2 bn in untouched standby 
loans from hanks worldwide. 

Mr Widjojo and his team 
saw the crisis as an opportu- 
nity to persuade Mr Suharto 


to take the painful steps he 
had previously shunned. The 
IMF and World Bank agreed. 
They offered Mr Suharto 
more money than he had 
asked for, but in return 
demanded economic reforms 
far tougher than he had con- 
templated. Two weeks later 
the government announced 
a reform package which, 
despite some compromises, 
went further than expected. 

Indonesia’s commitments 
include: cutting import tar- 
iffs and phasing out export 
levies; phasing out all non- 
tariff barriers within three 
years; introducing a trans- 
parent government procure- 
ment policy before the end of 
this year, establishing an 
independent privatisation 
board; moving extra-budget- 
ary funds into the budget; 
liberalising foreign invest- 
ment; removing tax exemp- 


tions for pet projects; requir- 
ing public reports on the 
financial status of state 
enterprises; and speeding up 
privatisation. 

The government's most 
visible move to date has 
been the closure of 16 banks, 
including several owned by 
relatives and close associates 
of President Suharto. Offi- 
cials also pledged to improve 
monitoring of the commer- 
cial banks and enforce 
tougher capital requirement 
rules. 

“In terms of reforming the 
financial sector, it is a quan- 
tum leap forward," said Den- 
nis de Tray, country director 
for the World Bank. “In the 
real sector, it cracked some 
important doors. But cer- 
tainly more remains to be 
done.” 

Diplomats say that cuts in 
import tariffs for ethylene 


and propylene, designed to 
protect a petrochemical 
plant controlled by a son of 
Mr Suharto, were curbed. 
Reforms of the food Import 
and distribution agency 
Bulog were also limited, 
partly to avoid upsetting sta- 
ple food supplies at a time 
when severe drought is crip- 
pling harvests. 

The IMF and the World 
Bank dropped a request for 
the lifting of fuel subsidies 
after the government said 
that this would be too politi- 
cally sensitive on the eve of 
presidential elections in 
March. 

The success of the IMF 
programme, and the future 
of the Suharto regime, are 
now bound together. Few 
doubt that Indonesia can 
and will return to the path 
of rapid growth. But it will 
be a painful process. 
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THE ECONOMY • by Quentin Peel 

Economic and structural 
weaknesses exposed 


Speculative 
pressure on the 
rupiah revealed 
underlying 
problems 

W hen the World 
Bank published its 
annual report on 
the Indonesian economy six 
months ago. things were 
looking pretty good. 

Gross domestic product 
bad grown at a healthy 7.8 
per cent in 1396, a trifle less 
than the year before, but 
still bowling along merrily. 
infl ation had dropped to 6.6 
per cent, down from 9.4 per 
cent in 1995. Investment 
flows, both foreign and 
domestic, were buoyant 
The government boasted a 
sizeable fiscal surplus, and 
was rating 1 it to pay off some 
of its high-interest external 
debt while increasing ite for- 
eign exchange reserves by 
$4bn at the same tune. Its 
exchange rate policy, of 
gradually widening the daily 
trading band of the rupiah 
from 2 per cent to 8 per cent 
over the previous 18 months, 
was praised as "a market- 
based shock-absorber that 
has served Indonesia well". 

The World Bank called its 
upbeat report: Sustaining 
high growth with equity- Its 
authors clearly regarded 
that task as eminently man- 
ageable. and saw Indonesia 
as a star pupil- 
Fortu natel y for the reputa- 
tion of the Bank, however, it 
also sounded seme words of 
warning. Because since then, 
the situation has been trans- 
formed. 

The immediate cause was 
the currency turmoil 
throughout south-east Asia. 


which finally engulfed 
Indonesia in August But the 
speculative pressure an the 
rupiah, which forced the cur- 
rency down by almost 35 per 
cent a gainst the US dollar 
between July 9 and October 
6, exposed underlying eco- 
nomic and structural weak- 
nesses and farced the gov- 
ernment to turn to the 
International Monetary 
Fund for assistance. 

Most bankers and govern- 
ment officials in Jakarta 
agreed that the market had 
overshot. “The market is 
very extreme,” said Sudrad- 
jad Djiwandono, governor of 
Rank Indonesia, the central 
hank. “When they trust us, 
they trust us like crazy. But 
when someone has shaky 
confidence, they all follow.” 

Whatever the cause, the 
result has been the biggest 
economic crisis faced by 
Indonesia since President 
Suharto came to power 30 
years 'ago. The upheaval is 
likely to cause a sharp slow- 
down in the country’s rapid 
growth rate, an acceleration 
in domestic inflation, a rapid 
downturn in imports, and a 
probable surge in exports, in 
response to the size erf the 
devaluation. 

Sixteen of the 240 b a nk s in 
the country have been 
ordered to close in the first 
wave of a clampdown on 
illiquid financial institu- 
tions. Uncertainty surrounds 
several leading industrial 
groups, heavily exposed on 
the international currency 
markets and facing a dra- 
matic increase In their 
import bills. 

The stock market fell by 
more than 40 per cent 
between July and November, 
as investors lost c o n fi dence, 
with little sign of a recovery . 


In spite of the biggest finan- 
cial rescue package assem- 
bled by international finan- 
cial institutions since Mexico 
in 1995 - totalling some 
$38bn - confidence in both 
the stock market and the 
currency has yet to be 
restored. 

The fact is that the under- 
lying weaknesses in the 
Indonesian economy have 
been exposed as more pro- 
found, and potentially more 
intractable, than expected. 
They Include a financially 
unsound and IB-regulated 
banking sector, with non- 
performing loans both in the 
property sector, and 
advanced to their own own- 
era. 

Large private sector con- 
glomerates, often with par- 
ticularly good connections 
with the government, have 
also been able to b o rrow off- 
shore without any apparent 
limitation. And investor 
uncertainty reflects a sub- 
stantial degree of political 
insecurity, as wen as doubts 
about the economy. 

According to one senior 
western diplomat, one of the 
possible explanations for the 
complete drop in confid e nce 
is that people see the end of 
the regime approaching 
more quickly, and they wan- 
der if there could be action 
taken against the president's 
family. 

Doubts aboat the political 
capacity of the government 
to deliver on its commit- 
ments to the IMF and World 
Rank nut least in improving 
the transparency of decision- 
making. are certainly wide- 
spread. In May. the World 
Bank warned: “Despite the 
strong performance, signifi- 
cant risks remain.” In partic- 
ular, it singled out the fact 


that core inflation remained 
high, and key administered 
prices - such as energy 
prices and basic foodstuffs 
- had not been increased for 
a long time. 

“Deregulation has lost 
momentum," the report 
added. “Tbe banking sector 
remains relatively weak by 
international standards, and 
its exposure to the property 
sector is again on the rise.” 

It also warned that the 
current account deficit had 
widened, despite high inter- 
national prices for oil 
exports; non-oil exports had 
slowed considerably; and pri- 
vate external debt was 
increasing rapidly. 

While the government's 
fiscal policy was “responsi- 
ble”, the Bank said the the 
higher oil earnings had not 
been fully sterilised by an 
increased fiscal surplus, forc- 
ing the government to raise 
real interest rates to limit 
overheating. That in turn 
had tended to attract large 
Inflows of short-term capital 
appreciating the rupiah, and 
reducing export competitive- 
ness. 

In other words, tbe rupiah 
was ripe for a correction, 
although not an over-correc- 
tion. 

“I don’t understand the 
extent of it, although I 
understand the direction,” 
said one leading western 
donor. “When the currency 
was down 20 per cent, you 
could see a logical argument 
which said that the region 
was overvalued, and people 
hadn't been paying atten- 
tion. 

“Over the past three years, 
we have had appreciating 
currencies all over the 
region. So a 15-20 per cent 
Continued on Page n 
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II INDONESIA 


BANKING AND THE STOCK MARKET • by Sander Thoenes 


Business community held its breath for four days 


The country has 
pledged to take 
tough action to 
reform the 
financial sector 


Much of Indonesia's business 
community held its breath 
for four days in early 
November, as President 
Suharto's son appealed to 

his father to reconsider one 

of the most symbolically 
important steps he had 
taken to correct the 
distortions in his economy. 

Bambang Trlbatmodjo 

insisted that the government 
bad been wrong to close 
down his bank, along with 
25 other small and troubled 
banks, as part of a reform 
package agreed with the 
International Monetary 
Fund. 

He launched court 
proceedings against the 
finance minister and the 
governor of the central bank 
and accused them of 
misleading bis father into 
approving the closures. 

Mr Suharto had always 
protected the business 
interests of his family and 
friends, and Mr Bambang 
could not believe it was 
different this time and 


neither could thousands of 
stockbrokers, investors and 
economists. 

But on November 7 the 
president announced he was 
standing by his decision. 
The government has 
considered ail aspects of the 

16 bank closures and the 

decision was taken Tor the 
common good of the nation.'’ 
his spokesman said. 

With this statement. Mr 
Suharto reversed a long 
tradition of bailing out 
Illiquid banks owned by 
well-connected businessmen. 

One argument for that 
policy was that the country 
lacks depositor insurance 
schemes and risked serious 
popular unrest from 
depositors. In 1992, when the 
government shut down one 
bank, angry clients set fire 
to branches in several cities 
when they failed to get 
compensated. 

On this occasion. Mr 
Bambang conceded that 
Bank Andromeda, in which 
be owns a 25 per cent stake, 
had exceeded limit s on 
lending to shareholders. 

Andromeda lent $75m to 
Mr H amhang bimfirif and 

two other shareholders, who 
used it to inject capital into 
the Chandra Asri 
petrochemical plant, in 


which they own 75 per cent 
Mr Bambang’ s only defence 
was that 90 per cent of 
Indonesian banks had 
flaunted lending restrictions 
as well. 

Most financial observers 
agree. It is one of the 
reasons why Indonesia's 240 
banks were so badly affected 
by the currency crisis. 

Many had borrowed in 
hard currency, at interest 
rates that were well below 
the domestic rates, and lent 
oat to affiliated companies 
in Indonesia without proper 
due diligence. 

They bought poorly 
registered commercial paper 
and provided loans with 
collateral that had been 
pledged many times over. 

In August. Indonesia gave 

up (irfanriing the rupiah and 

abandoned a trading band 
that bad given much of 
Indonesia's industry a false 
sense of security. 

To halt a run on the 
currency by Indonesian 
traders, the government 
mopped up liquidity by 
sharply raising interest rates 
and, even worse for the 
banks, transferring state 
pension funds and savings 
from the commercial banks 
to the central hank 

Even the better-funded 
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banks became illiquid 
overni g ht , and the more 
exposed faced a potentially 
, lethal combination of 
defaulting b o rrowers and 
maturing short-term hard 
currency debt. 

Many simply stopped 
tending altogether and some 
refused to pay out on time 
deposits. 

This caused a domino 
effect of liquidity shortages 
in many industries, and 
threatened to drive some 
into bankruptcy. 

"We tried to squeeze 
liquidity,” explained 
Sudradjad Djiwandono, 
g ove rnor of ’Rank Indonesia 
"But then we realised we 
cant do it just like that We 
have to look at the exchange 


rate as part of something 
that is happ ening in the 
whole economy. To have 
sustainable macro-economic 
policy you have to get a good 

micro-foundation. " 

The gove rnm ent pledged 
in September to cut 
spending and deregulate, 
while paging liquidity again 
But the stock market 
crashed, aiding 40 per cent 
down in November from its 
all-time high in July. This 
finally persuaded the 
government to cap in the 
IMF for advice an reforming 
thp economy, and the 
banking sector in particular. 

"We do need to address 
the issue of the financial 
sector," Mr Sudradjad said. 
“Hopefully, when you get 


out -of this trouble you .are, _ ■ 
more lean and clean.” 

The whole philosophy 
with which the gove rnm ent 

and Rank Tnrirmegifl 

approached the banking - 
sector and monitored the 
hanks has changed.*" said 
Dennis de Tray, country 
director for the World Bank. 
"In terms of reforming the - 
financial sector, it is a 
quantum leap forward." . . . - 
Bank Indonesia has 
pledged to work with the 
IMF and the WoddBankin 

drafting and im plomontihg 

tougher capital requirement' 
rules, merging state banks 
and improving its auditing 
and supervision . 
departments, which have 

been hrt by corruption . 
scandals. 

Fcrar .central bank officials 
were arrested earlier this 
year for taking bribes from 
commercial bankers who 
issued Rpl^OObn in 
fraudulent commercial 
paper. 

As it became clear that the 
central bank was serious 
about reform, numerous 
banks started merging 
voluntarily, acquiring 
smaller hawira or selling 
stakes to foreign partners. 
May bank, for example, took 
20 per cent of Bank Nusa, 


part of the Bakrie Group. 
Bakrie merged three of its 
o ther banks. 

.. The shock was good for 
the system," concluded Mr 
de Tray. Too many hanks 
had been ignoring warnings 
from Rant Indonesia. 

The reforms have yet to 
revive the stock market, 
where investors are still 
waiting to see when interest 
rates win return to former 
levels, and how badly listed 
flrtfl hanks have 

been hit by the devaluation 
and liquidity squeeze. Many 
believe that the 16 dosed 
banks were merely the worst 
of a group of 50 to 70 banks 
which should be merged or 
shutdown. ' 

Lack of transparency has 
. allowed many enterprises to 
hide their losses, although 
others have quietly sold 
assets. Inadequate 
bankruptcy legislation has 
hampered foreclosure, giving 
banks little reason to 
publicise defaults by their 
customers. Third-quarter 
results are unaudited, but 
annual reports in January 
and February of next year 
may tell more about the 
depth of the debt crisis. 

Only months after the 
stock market overtook 
Bangkok in market 


capitalisation the Jakarta 
exchange now looks 
overvalued even after its 40 
per cent drop. But bargain 
h un ters have appeared as 
well, snapping up real 
estate, banks and companies 
at huge discounts. Keppel 
Land of Singapore, for 
example, confirmed it was 
negotiating to take a stake 
in Modem Land, a leading 
Indonesian property 
company. 

"For short-time investors, 
it is difficult,” said Hary 
Tanusudibjo. president 
director of Bfcakti 

Investama, a prominent 
investment house which 
surprised the market by 
pressing ahead with an 
Initial Public Offering 
despite the market slump. 

"For a strategic investor. 
this market is a buy. It is 
tfrirt p to take over companies. 
Most of the problems faced 
by those companies are 
because of a one-time 
problem, not an operational 
problem. Bargain bunting Is 
going on. If someone can 
hold on to it for three years, 
he mil make a lot of gains. 

"In some of these deals, we 
will participate," he said. 
That is why we're going 
public. We do not want to 
miss the party!” 


Economic and structural weaknesses exposed 


Continued from Page I 
devaluation got us back to 
where we were in 1994. Add 
to that exchange rate volatil- 
ity - and then the bottom 
Tell out of the market." 

The government 
responded to the first run on 
the rupiah, in late July and 
early August with a drastic 
credit squeeze. The interest 
rate was pushed up from 14 
per cent to almost 30 per 
cent. Bank Indonesia 

stopped repurchasing central 
bank certificates. 

"We said those who need 
dollars have to have rupiah 
to buy them," said Mr Sud- 
radjad. "So we tried to 
squeeze liquidity.” 

Rizal Ramli, director of the 
economic consultancy, 
Econit, is convinced that the 
authorities went too far. 
“The government misjudged 
the situation and over-re- 
acted. That in itself created 
a panic in the business com- 
munity. So they started to 
move out of the rupiah and 
into dollars and gold, at any 
price." 

What rapidly emerged was 
that many Indonesian com- 
panies had borrowed 
short-term money offshore, 
without bothering to hedge 
against any possible devalu- 
ation. confident in the gov- 
ernment policy of maintain- 
ing a stable currency. 

Estimates of the extent of 
short-term foreign borrowing 
are highly variable. 

Professor Muhammad 


Sadli. former government 
adviser and chairman of the 
Indonesia Forum, puts pri- 
vate sector foreign debt at 
$54bn- 

“But nobody knows if the 
figure is right” he says. 

"Since the mid-1980s, when 
we liberalised the banking 
system, they can just go out 
and borrow, and the Minis- 
try of Finance doesn't know. 

"Don't blame us. Those 
willing banks from the West 
and North just push money 
down our throats. Look at 
all those tall buildings we 
have built since 1986. All 
that was built with borrowed 
money." 

The Bank for International 
Settlements puts short-term 
foreign borrowing at $34bn, 
some $10bn more than the 
World Bank calculation. 

"We can’t find it In the 
national accounts.” said a 
World Bank staffer. "It is no 
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trivial matter determining 
the short-term debt prob- 
lem.” 

The other big weakness 
that emerged from the cur- 
rency crisis was the inade- 
quate regulation of the bank- 
ing sector in general. Some 
financial observers believe 
that as many as 70 of the 240 


hanks may be technically 
bankrupt 

Mr Sudradjad insists he is 
not going to bail anyone out 

"If there are healthy 
banks, we are going to help 
thpm- if there is some mis- 
match in their liquidity, for 
example,” he says. “For 
those which are not healthy. 


we will advise them to 
merge. And if we cannot do 
anything, we will liquidate 

thanv 

“We believe more and 
more that a healthy finan- 
cial sector is a sine qua non 
for a sustainable macro-eco- 
nomic policy. The banking 
sector must ~be healthy!" 


The government's tough 
action on the weak banks 
has been a big surprise to 
tndnnesian observers. Their 
initial response to the appeal 
to the IMF was that it would 
be a symbolic rather than 
substantial programme. - 
They expected little more 
than $4bn, and a token pro- 
gramme. of conditions 
attached. - 

In the event, it was a for 
more generous programme, 
and the full extent of sane 
tough conditions is only just 
beginning to emerge. 

That was agreed at an 
early stage by negotiators on 
both sides. 

There was clearly a school 
of thought within. the Indo- 
nesian government - proba- 
bly headed by WicUqjo Nitis- 
astro, the doyen of the 
country’s technocratic econ- 
omists - which argued that 
only by bringing in the Fund ■ 


could President Suharto be 
persuaded to approve long- 
overdue reforms. 

The sort of measures they 
have agreed will undercut 
some of the special deals 
negotiated by the president's 
closest business supporters, 
including members of his 
own family. 

They include cutting 
import tariffs and phasing 
out export levies; introduc- 
ing a transparent govern- 
ment procurement policy; 
establishing an independent 
privatisation board; and 
removing tax exemptions 
from selected projects. 

The Fund and the Bank 
are not going to soft pedal,” 
one senior o fficial warned in 
advance. “After the annual 
meeting in Hong Kong, they 
are sure to go after good gov- 
ernance. 

"We are not going to get a 
new 1 t Wneprtht' i 'for institu- 


Bconomic forecasters" have 
been revising their predic- 
tions for the Indonesian 
economy since the collapse 
of the rupiah, suggesting a 
sharp slowdown in growth 
- and a dramatic increase 
in the trade surplus, writes 
Quentin PeeL 
Forecasts collected by 
Consensus Economics in 


November show some dras- 
tic adjustments compared 
with three months previ- 
ously. . 

Among the most pessimis- 
tic is UBS Securities which 
expects a slowdown in 
growth in 1997 to 4.7 per 
cent, and in 1998 to just 1-5 
per cent, compared with a 
figure of up to 8 per cent in 


1996. ..The', consensus of 17 
forecasters i ra re duction to 
6^ per cent GDP growth in 
1997 (again st an expecta- 
tion of 7 A per cent three 
months agbV-and 4.2 per, 
cgant*hL.i998 (against 7.6 per 
cent before); 

(h-oss Jfixed investment is 
also expected to slow 
sharply, to a consensus fig- 


ure of- a 7.2 per cent 
increase tiffs, year (10.6 per * 
cent three months ag0>and - 
3.6 per cent in 1998 (11.2 
per cent},refledingthe can- 
cellation or postponement : 
of a range of pubttc and pri- 
vate projects. Inflation Is 
expected to accelerate to 7 - 
per doit in 1397 and 10 per 
cent in 1998. .. 


Forecasters predict a sharp slowctowrt^ 
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tional arrangements over- 
night. But we must pick 
three or four important tar- 
gets which will signal that 
the president is willing to 
agree to some tough mea- 
sures. 

“The Fund will have to be 
in a position to insist on 
equal treatment and trans- 
parency. This is a very good 
opportunity.” 

Although both sides agree 
that some of the most expen- 
sive subsidies, including 
those on paraffin, diesel fuel, 
and essential foodstuffs such 
as rice, should eventually be 
phased out. they know that 
would be politically Impossi- 
ble in the near future. 

“Cutting subsidies is really 
tricky, especially in the cur- 
rent environment," the 
senior official said. 

“We have been urging 
them to raise energy prices 
for three years now. The 
government knew it had to 
do it. But this is the worst 
passible moment 

“The rupiah has collapsed. 
The worst drought in 50 
years has hit some of the 
islands. Kalimantan is on 
fire. And it has not rained. 
People are on edge. 

“Half of Jakarta is without 
water. People are starving in 
Irian Jaya. If the govern- 
ment takes away the subsidy 
on paraffin, even we wonder 
if it is the right time. It 
would hardly help investor 
confidence if there were riots 
in the streets." 


TRAVEL NOTES • by Sander Thoenes 


An A-Z guide for travellers 


Useful tips and 
information for 
business 
visitors 
to Indonesia 


Airport tax: 

Short-term visitors are asked 
to pay Rp25.QOO upon 
departure, so keep some 
change when you leave the 
hotel. If you have a work 
permit you will pay 
Rp250.000 every time you 
leave the country. Local 
{lights cost less. 

Banks: 

Many banks have Automatic 
Teller Machines that accept 
western bank cards in the 
Cirrus network. Most ATMs 
provide a maximum of 
RpL2m, but depredation is 


taking its toll. 

Traveller’s cheques are 
widely accepted. 

Customs: 

Expatriates may find 
compact discs and other 
valuables disappearing from 
separate shipments, 
although in general the 
customs are reasonable with 
visitors. 

Corruption: 

Indonesia is rated number 
one for corruption In 
south-east Asia in some 
surveys. 

Drinking: 

Most Indonesians may be 
Moslem, but few will refuse 
a beer. Public inebriation is 
not common or acceptable, 
however. Liquor is 
extremely expensive, so visit 
the airport duty-free shops 
on arrival 


Elect ri c i ty : 

While black-outs are no 
longer common in Jakarta, 
voltage surges are frequent 
and this can be just as 
dangerous for office 
equipment. Unless your 
building has a separate 
power supply, it is worth 
buying a voltage regulator. 
Private homes often need an 
upgrade of power simply to 
ensure continuous operation 
of air conditioning. 

Faxes: 

Even the most westernised 
Indonesian businesses — and 
even some Indonesianised 
western businesses - will 
require you to said a fox for 
every meeting you want to 
set up. A time-consuming 
ceremony, but make sure 
you have access to a fox 
when visiting the country. 


Garuda: 

The state airline is 
reasonably comfortable and 
efficient, although 
timekeeeping is erratic and 
the timetable is not always 
accurate. It competes 
domestically with 
one or two airlines on most 
routes and these are worth 
trying. 

Hotel taxes: 

Many hotels add a 21 per 
cent service tax to their 
bills. 

Islam: 

The dominant religion by 
far , Indonesian Islam is also 
among the most tolerant 
forms of this religion. It is 
observed widely but not 
always deeply. Parts of 
eastern and central Java and 
northern Sumatra are quite 
conservative. 



BANK 

DAGANG 

NEGARA 


STATE COMMZBCUmANK 

TV*! MV* : JLMJt HMna&Mam IQM>- hdonoM 
Raw* UMlOTPDIBaL^IIT.ZJttmZWm 

F*k -ntmunoonis 

:bltt2BDNKflA.e»MBDNl.'UtlA 
VO Bn UB ft) - fabn* IOHJ ■ Wmjki 
TOFT :BDNE DM 

BON Mans 


We know who’s who 
in the 

Indonesian Business 



jams: 

Traffic jams can be the bane 
of your existence in Jakarta. 
Finding the right short-cuts 
at the right time of day is 
worthwhile. Do not set 
meetings with intervals of 
less than an hour, unless 
they are within walking 
distance. Toll roads can be a 
great time-saver, but make 
sure you can get off near 
your destination. 

Karet: 

The word karet, which 
means rubber. Is used in the 
expression 'Jam Karet', or 
“Rubber Hour’. You have to 
be on time for a meeting, text 
your host, particularly if be 
is in a more senior post, can 
be hours late and may make 
a point of being at least 10 
minutes late just to 
underline his importance. 

Left band* . . 

The left hand should not be 
I used when hanitiwy thing s to 
other people, such as money 
in taxis. Always use your 
right band. 

Materah 

Little shiny post stamps, 
usually Rp2,000 each, that 
are used as seals to denote 
official documents. No 
document is considered 
meaningful without at least 
one materal and three 
stamps (stempel) of different - 
shapes sizes- . 

Nggak: 

Nggak is Jakartan slang for 
‘No'. But Javanese will 
rarely say no, even when 
they should, for fear of being 
impolite. 

Overseas calling: 

Most hotels offer operator 
assistance, some telephones 
offer direct-dial for collect 
calls, and the Wartel offices 
in most towns and 
neighbourhoods offer 
commercial phone and fox 
connections. Package 
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Alcohoflc drinks are expensive. . . 


so vtait the duty-free shops at the airport on arrival 


switching and e-mail access 
can also be quite reliable. ' . 
PulanSeribu:. 

The Pulau Seribu (Thousand 
Islands) is a string of (for 
fewer than 1,000) islands just 
an hour by boat. north of 
Jakarta. Some have 
spectacular coral reefs, all 
have beaches, and deep blue 
sea. The islands the furthest 
away from Jakarta's 
polluted harbour are the 
best places to get away from 
city stress and traffic jams. - 
Quality: 

Be cautious when buying 
anything, particularly when 
moso p ro du c o d. Hand-made 
artefects can be esceOeut 
value for money, however. 

Batnaflgn- 

The Moslem month of 
fasting is no time to visit ■ 
Ind o nesia if you want to get 
a deal done. It is the only 
Moslem practice that Is' ■ 
widely observed - although 
not always rigorously. Much 
etf the country takes off part 
of the day or simply shuts 
down for a month. Most 
people go home to the 
villages to celebrate the end 
of Ramadan, causing big 
traffic jams and leaving the 
capital deserted. Covers 
much of January 1998. 
Saying face: 

■niis can be an obsession 


with some Indonesians - and 
sometimes it involves saving 
not only their, own face, but 
yours as well You will 
rarely be corrected, even if 
your statements are way off 
the mark. Can cause 
enormous 
misunderstandings. 

Tipping: 

Tipping is not very common, 
although most hotels and 

restaurants are used to it in 

parts of eastern Java, people 
may feel insulted If you tip 
them because it implies you 
think they are poor. In taxis, 
round off your metered cab 
fore to the next thousand, or 
add 500 jf it is over 90Q. 

U-turns: 

In traffic, the only way to 
get from A to Bis to make 
several U-turns, because of 
the road lay-out : . 

Visas: . 

Indoneria’sirisa policy flies •" 
in the foce of the hospitality 
of its people. Most western 
tourists can enter without a 
visa, but many & delegation 
has foiled to appear for lack 
of a visa, duo mainly to 
delays in processing in 
various ministries. . 
Obtaining a work permit :ls 
even more expensive and , 
cannbersome, because some 
ministries quietly strike 
exclusive deals with fixers, 


who share their revenues 
with the officials involved. 

Wanmg; 

Wamng food stalls, often 
mobOe. sen tasty food but 
can ruin your visit if your 
Stomach is weak. Only drink 
bottled water. 

X-rated films: 

Pornography is illegal and 
television programmes can 
be censored. But much goes 
Unnoticed and shops sell 
X-rated pirate rental videos 
Steamy romances and very 
violent Chinese movies are 
popular in cinemas. 

Yes: 

•Yes’ may mean 'no' almost 
as often as ‘yes,' because 
many Indonesians find it 
impolite to disappoint the 
conversation partners. Yes is 
also used to confirm a 
negative question, for 
example; 

'This is not the train station 
is it? 

Tea’. 

Zigzagging: 

SEzagging in conversation 
is a popular sport for many 
officials and some business 
executives. The harder you 
push, the more they zigzag 

Try zigzagging in the 
opposite direction and make 
sure you appear none too 
eager to get the information 
you have flown in to obtain. 
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AMP GAS • by Anne Counsel! 


MINING * by Anne Counsel! 


Focus oh domestic market Investor confidence 


One of the 
obstacles to a 
national gas 
programme is the 
lack of pipelines 

The need to develop a 
domestic market for Indones- 
ia’s vast natural gas reserves 
has moved up the agwntfa as 
gas output has climbed and 
crude oil production has 
stagnated.. There is a grow- 
ing realisation that the gas 
export sector has “been bob- 
bing along in a world of its 
own,” with little connection 
to the rest of the economy. 

Indonesia is the world 
leader in exports of liquefied 
natural gas (LNG) and pro- 
duction has climb ed by more 
than 50 per cent since 1987 in 
response to overseas 
demand, but domestic u w»g p 
has been limited - mostly 
because of the practice of 
building industrial sites next 
to gas fields. 

Indonesia 114.8 trillion 
cu ft of proven and probable 
reserves of natural gas 
- enough to ensure that a 
domestic gas sector would 
not be competing with the 
export programme. 

Any talk of a national gas 
programme raises the ques- 
tion of East Natuna, one of 
the largest methane gas 
reserves in the world with 
recoverable reserves esti- 
mated at about 45 trillion cu 
ft 

An important impediment 
to developing Natuna Is its 
high, carbon dioxide content 
which would have to be rein- 
jected to avoid disrupting 
the atmosphere. “In the gas 
business, we are usually 
looking at a stream of gas 
and stripping out the impuri- 
ties. but with Natuna we 
have a stream of carbon 
dioxide and are looking at 
strippi n g out the gas,” said a 
company executive. 

In addition, there are no 
firm sales contracts for the 
Natuna gas or potential LNG 
from the field. Japan, which 
is Indonesia's main LNG 
market, is not committed to 
any purchases from Natuna . 
and Thailand recently indefi- 
nitely postponed a possible 
contract due to the r^ionaJ 

financial turmoil 

The lack of a market, 
together with expensive and 
lengthy development of the 
field, make it unlikely , that 
production could start before 
2005, according to analysts. 
Given the competition as 
new reserves come on 
stream and the cost of estab- 
lishing any new LNG proj- 
ect, some industry officials 
predict that Natuna will 
remain on the back burner 
for even longer. . 

But economic realities 
have not reined in ideas fur 
utilising Natuna’s methane. 
A proposal to construct a 
1,975km pipeline from 
Natuna fields to the Arun 
LNG complex in the north- 
ern part of Sumatra resur- 
faces periodically, as do 


grand plans for pipelines to 
Thailand, .Singapore, and 
Java. One recent suggestion 
to deploy Natuna ges for 
domestic consumption 
involves the construction of 
a pipeline to south Sumatra, 
branching south to densely 
populated and industrialised 
Java and north to the Arun 
LNG plant This would cover 
all bases by utilising the. 
Arun plant providing gas to 
Java and developing the cen- 
tral regions of Sumatra. 

Whatever the source of 
gas, the . main const rain ts 
facing a national, gas pro- 
gramme remain the lack of a 
domestic network and pipe- 
line infrastructure to pro-, 
vide widespread distribution. 

There has been a shift 
towards more power genera- . 
tion through g as and coal as 
part of the country’s efforts 
to u tilise its resources, but 
oil still supplies about 60 per 
cent of Indonesia’s energy 
needs with subsidised diesel 
oil an important source for 
power and industry. 

Both the government and 
the state-owned petroleum 
company, Pertamina have 
been making more frequent, 
public references to’ the need 
to abolish the diesel subsidy 
to increase efficiency. The 
issue, which has been 
debated in parliament, has 
become metre pressing with 
thp rupiah's decline, 
about Jlbn to the annual 

subsidy cost. 

The issue is complicated 
by the cross-subsidy from 
petrol and aviation fuel cm 
diesel and paraffin, the “poor 
people’s, ftiel”. used for 
domestic heating, and cook- 
ing. ... .. 


Oil production 



Officials at t he directorate 
of ofi and gas privately con- 
cede that' mare than 50 per 

iwrf of p araffin is actually 
used by industry and that 
the fuel subsidy issue has 
been raised in discussions 
with the International Mone- 
tary Fund and World Bank. 
Because it is a fecal issue, 
there are strong indications 
that a subsidy reduction, 
probably phased, could he 
announced in the next bud- 
get following the March elec- 
tions. 

Industry officials believe 
that any real effort to 
develop the gas reserves 
would have to involve a fun- 
damental change in laws 
governing the activities of 
both Pertamina • and the 
state-owned gas company. 
PT Perusahaan Gas Negara 
(PGN) which is responsible 


far d om e s t ic pt poitnp trans- 
mission and distribution. 

Pertamina, however, con- 
trols the downstream domes- 
tic p ricing and sales of gas 
and which fields can be 
developed for domestic 
needs. Industry analysts 
believe this acts a brake on 
PGN*s ability to bring in for- 
eign expertise and capital 
t o w a rds establishing an inte- 
grated ga s transmission sys- 
tem. 

PGN is planning a natural 
gas pip elin e from South 
Sumatra to Java with financ- 
ing from the World Bank. 
There is also scepticism over 
PGN*s ability to handle its 
newly-created role due to a 
lack of expertise. However, 
as one gas executive of a for- 
eign company put it: “Per- 
tamina grew into its role, so 
perhaps will PGN." 


COAL • by Anne Counsel! 


Rapid expansion in 
a dynamic decade 


A ‘coal rush’ for 
new concessions 
in 1996 reflected 
good long-term 
prospects 

The coal industry in 
I n ri opffriahas l)a4£i dynamic, 
decade, expanding rapidly 
on the back of- international 
demand, particularly in 
Asia. Production . has 
climbed from less than 10m 
fo rmes hi 1989 to nearly 5im 
tonnes in 1966. - 

Indonesia has risen up the 
ranks to becamethe world’s 
thtrd-laxgest exporter of 
thermal coal, after Australia 
and South Africa, with' 
exports of 36m tonnes in 
1996. 

Europe and. the US are 
becomingly increasingly 
important buyers because 
Indonesian coal is competi- 
tive on price and has a low 


sulphur content which meets 
environmental emission 
standards. 

Production capacity is 
forecast to reach about 120m 
tonnes by the year 2002, 
according to industry projec- 
tions. Much of file increase 
will come from the expan- 
. sion of existing operations as 
well as .the development of 
new mines. .. 

. With total reserves esti- 
mated at between 30bn 
tonnes and -38fcn tonnes, the 
long-term prospects for coal 
mining are good, reflected by 
a “coal rush” in 1996 when 
there were more than 90 
-applications for 55 potential 
new concessions; the "third 
gene ration ” of contracts. 

This compares with 11 
first-generation contractors 
from the 1980s, 10 of which 
are producing, and 19 sec- 
ond-generation contractors 
conducting exploration and 
mine development projects 
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following the award of con- 
cessions in 1,994 

Graeme Robertson, chair- 
man of the Swabara Group 
which holds interests in PT 
Adaro Indonesia and PT 
Multi Harapan coalmines, is 
bullish about future pros- 
pects for the coal sector, cit- 
ing the rising demand, from 
industry and the develop- 
ment of coal-fired power 
plants. 

The Ministry of Mines and 
Energy predicts that by 2008 
about 24J50GMW of electricity 
win be coal generated, com- 
pared to 2.10QMW in 1994. 

Coal demand for the 
domestic power sector is 
forecast to rise to between 
65m and 70m tonnes a year 
by 2009 compared to 7.5m 
tonnes in 1995, according to 
ministry projections. 

New mines will have the 
added benefit of a ready 
domestic market, backed by 
a gover nm ent policy to util- 
ise its coal resources as an 
energy source. Id addition, 
local demand will be fuelled 
by industry, notably the 
country’s nine large cement 
companies which use coal to 
fire their kilns. Much of the 
pulp and paper industry is 
also in the process of switch- 
ing to coal from oil. to 
reduce casts. 

Several new areas have 
been opened by coal contrac- 
tors and important explora- 
tion work has been con- 
ducted in south and west 
Sumatra and in Kalimantan. 
In tandem, the construction 
and expansion of coal termi- 
nals is gaining pace. 

In the middle of this year, 
the Suharto government 
revised the regulations cov- 
ering coal operations in the 
country. 

The Ministry of Mines and 
Energy took over responsi- 
bility for managing contrac- 
tors from the state coal min- 
ing company PTBA, which 
operates the Ombilin min a 
in west Sumatra and the 
Bukit Asaxn mine in south' 
' Sumatra. 

The measure was pres- 
ented as necessary to allow 
PTBA to focus on its exist- 
ing operations and new 
mines as well as avoiding 
any conflict of interest in 
marketing production, but is 
also seen as a step towards 
its privatisation. 

One cloud over the coal 
industry is the assessment of 
value added tax on the 13.5 
per cent royalties to the gov- 
ernment Foreign milting 
companies have strongly 
attacked this as being a tax 
which is not applicable to 
the coal industry. 

The tax office Is assessing 
VAT on the "sale” of royalty 
coal' to the government 
while the industry argues it 
was never a sale, rather an 
entitlement under the terms 
of the contract 

The debate continues and 
the coal industry awaits the 
outcome 


There is some speculation 
that Pertamina might use 
the opportunity to press for 
amendments to the 1971 law 
governing Its activities. 

, Under the law, Pertamina 
is restricted to oil and gas 
operations in Indonesia but 
as me official said: “the law 
can change and when the 
g nvp m rapnt agrees, Pertam- 
ina will be ready." 

Industry observers believe 
that Pertamina has ambi- 
tions to broaden its 
upstream oil activities both 
at home and abroad, a the- 
ory fuelled by Pertamina’s 
decision not to renew a pro- 
duction sharing contract 
(PSC) with Caltex Petroleum 
and to take over the conces- 
sion. 

As the majority of large 
contract renewals were com- 
pleted two years ago. there 
was a curious but muted 
reaction from the foreign oil 
sector. 

Pertamina has begun to 
explore opportunities in the 
region, si gning a memoran- 
dum of understanding with 
the government of Myanmar 
in 1996. The need to secure 
new sources of oil is becom- 
ing more urgent as rising 
domestic demand is expected 
to reduce crude oil exports 
by 15 per cent, from 30lm 
barrels a year in 1995 to 37m 
barrels in 1999. 

Over the past few years, 
discoveries averaged 200m 
barrels a year against pro- 
duction of 550m barrels a 
year, putting Indonesia on 
track to become a net oil 
importer between 2005 and 
2010. Mo6t of the current pro- 
duction is focused in mature 
areas but the government is 
encouraging exploration in 
eastern Indonesia as well as 
the use of enhanced oil 
recovery techniques to boost 
output 

Foreign oO operators com- 
plain that the government’s 
incentives are insuffi cient to 
cover the high costs of explo- 
ration in the remote areas. 
"This is wild, wild country,” 
said one oil executive. 

But the government main- 
tains that investor interest is 
good and remains unmoved 
by industry requests to off- 
set exploration costs in the 
eastern region against prof- 
its on existing operations. 


has been shaken 


But despite the 
Bre-X affair, 
established 
mining groups 
remain optimistic 

It has not been the easiest 
year for foreign mining com- 
panies in Indonesia. Fraudu- 
lent claims by the Canadian 
mining company Bre-X con- 
cerning its gold “discovery” 
at Busang unsettled investor 
confidence. 

The spectacular drop in 
Bre-X shares on the Cana- 
dian stock market and a fall 
in the gold price prompted 
Baxrick Gold of Canada to 
pull out of two exploration 
sites in Indonesia. 

Another repercussion was 
that financing for Junior 
exploration companies dried 
up, and Canadian and Aus- 
tralian groups withdrew 
applications for contracts. 

However, established min , 
ing companies remain opti- 
mistic about the long-term 
prospects for the sector and 
regard the Busang affair as 
"another bump in the road." 
They are generally less san- 
guine, however, about gov- 
ernment intentions regard- 
ing the mining sector and 
signs of an increasingly 
capricious approach to poli- 
cy-making. 

In May, the government 
asked Newmont Mining of 
the US for a stake of "at 
least” 10 per cent in a copper 
and gold mine on the 
of Sumbawa to allow for 
"nationalistic interests.” 
Although the request was 
subsequently withdrawn, 
there were industry misgiv- 
ings over the incident These 
were revived in the after- 
math of the Busang affair, 
when the government 
attempted to tighten the 
mining industry’s regulatory 
framework through a series 
of regulations in the "sev- 
enth generation” contracts 
of work (CoW) for new ven- 
tures. 

The regulations included 
provisions giving the state 
unprecedented control over 
equity and profits, authority 



Anekataoibang gold processing plant at Ponskor nmi 


in f r p ftTiHng operations and 
monitoring. 

A concerted campaign by 
the mining companies 
resulted in the withdrawal of 
the regulations in July, but 
suspicions remain that the 
equity stake issue will re- 
emerge in the next genera- 
tion of contracts. 

Louis Clinton, president of 
the American Chamber of 
Commerce which supported 
mining companies lobbying 
against changes to the con- 
tracts of work, called for a 
"consistent policy" on taxes, 
contracts and government 
actions at a recent mining 
conference in Jakarta. 

But ministry officials 
maintain that industry fears 
are misplaced. “Indonesia 
has a good and long-standing 
record with its contracts of 
work regime," said M. Hik- 
man Manaf. director of the 
mining industry develop- 
ment department at the Min- 
istry of Mines and Energy. 
He said that investor inter- 
est was still good, despite 
Busang, and that 99 CoWs 
were proceeding from 171 
initial applications. 

He said that both the 
industry and the country 
had learnt from the Busang 
experience and that the 
long-term prospects 
remained good due to the 
abundance of resources. 

This upbeat assesment is 
echoed at PT Aneka Tain- 
bang. the state-owned min- 
ing company which 






launched an initial public 
offering for 430.8m shares, or 
up to 35 per cent, earlier this 
month despite steep falls on 
the Jakarta stock market. 

Company officials said 
Aneka Tam bang would dou- 
ble capacity at its smelting 
operations in Pomalaa to 
about 24,000 tonnes by 2001. 
The company posted a new 
record for nickel ore produc- 
tion last year and has also 
raised output at its Pougkor 
gold and silver mine through 
an expansion programme. 

PT Freeport Indonesia, the 
country's largest mining 
company, has started a Slbn 
expansion of its Grasberg 
mine on Irian Jaya in a joint 
venture with Rio Tinto. By 
early next year, the through- 
put capacity of ore will be 
boosted to 160,000 tonnes a 
day from 125,000 tonnes a 
day. 

Freeport's venture with 
Mitsubishi Materials Corpo- 
ration for construction of a 
copper smelter in north Java 
is expected to become opera- 
tional next year. 

Another positive develop- 
ment in the sector is the 
decision to develop the Batu 
Hljau gold and copper depos- 
its, the country’s second- 
largest after Grasberg. New- 
mont. in a joint venture with 
Sumitomo, is spending 
$i.9bn on the mine develop- 
ment which is forecast to 
produce about 550,000 ounces 
of gold and 270,000 tonnes of 
copper a year. 
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foreign policy 


Quentin Peel 


Testing times for principle of non-interference 


Some have called 
for the Asean 
principle of 
non-interference 
to be redefined 

Mon-interference has long 
been a tenet of Indonesia’s 
foreign policy, as it has for 
its fellow members of the 
Association of South East 
Asian Nations (Asean)- Over 
the past year, that principle 
has been sorely tested. 

Membership of Asean for 
Burma and Cambodia 
brought the matter to a head 
for the countries of the 
region. 

Since then, two cri- 
ses - the currency turmoil 
which spread from Thailand, 
and the pall of smoke from 
fires in Indonesia which 
threatened to choke five 
neighbouring states - have 
provided further dramatic 
demonstrations of regional 
interdependence. 

The core of the argument 
is that Issues such as human 
rights should not be allowed 
to affect more practical ques- 


tions of foreign relations, 
such as trade. Mare gener- 
ally, domestic policies 
should not be the concern ‘of 
other countries. 

For Asean. and Indonesia, 
it is proving to be much 
more easily said than done. 

In June, the organisation 
decided to allow Burma, 
Cambodia and Laos to 
became new members, bring- 
ing its strength to 10. Strong 
criticism of the dsnocratic 
record of Burma In particu- 
lar was rejected - most vocif- 
erously by Indonesia - as 
being contrary to the princi- 
ple of non-interference. 

That was before Ron Sen, 
the former communist 
strong man in Cambodia, 
decided to oust his co-pre- 
mier, Prince Norodom Ran- 
ariddh, victor of the UN- 
sponsored elections in 1993. 
In so doing, he unravelled a 
peace accord which was 
strongly backed by the 
Asean countries, with Indon- 
esia playing a leading role. 
Countenancing the coup was 
therefore too much for 
Asean to stomach. 

In the event, Burma was 


allowed into Asean. in spite 
of its military regime and 
open disregard for democ- 
racy. But Cambodia was 
kept out. The apparent 
Inconsistency has laid the 
organisation open to accusa- 
tions of double standards, 
and caused some to call for 
the policy of non-interfer- 
ence to be redefined. 

Prachuab Chalyasan, then 
foreign minister of Thailand, 
admitted that the decision 
meant Asean would have to 
re-examine its basic princi- 
ples. "As Asean becomes 
more open, as growing inter- 
dependence means events in 
one country can send shock 
waves throughout the 
region, we need to rethink 
some of our most basic 
assumptions, ranging from 
the meaning of development 
and co-operation, to the 
implications of non-interven- 
tion.’' he said. 

All Alatas, Indonesia's 
long-serving foreign minis- 
ter. Insists, however, that 
the principle of non-interfer- 
ence remains valid. "Within 
Asean we have a high degree 
of co-operation," he says. 



Mwfiation team: Indonesian foreign trdnistsr AS Matas (centra) wBh the foreign mWstara of ThaSand , 
and the Phapplnas at a news c o nference In Ptmom Penh hi August gfter m ee t i ng Hun Sen. Tha former 
communist strong man In Cembocfia inavaUed a paaca accord which was strongly backed by the 
Assart countries, wfth tadooasta ptayfng a feacfttg rolt Kctonzfttakr 


"But It is true that there is a 
line where we don't want to 
interfere in each other’s 
domestic affairs.” 

The uncomfortable com- 
promise was to declare Cam- 
bodia unable to fulfil its obli- 
gations as a full Asean 
member, while refraining 
from giving any opinion on 
the substance of what was 


happening in the country. 

Indonesia is particularly 
concerned about non-inter- 
ference because of interna- 
tional criticism ova 1 its o w n 
actions in the former Portu- 
guese colony of Bast Timor, 
which tt occupied In 1975 
and formally annexed two 
years later. Ever since then, 
it has been fighting a war of 


THE FIRES • by Quentin Peel 


Extraordinary man-made crisis 


containment against Timo- 
rese insurgents. 

The country’s human 
rights record in the t er r it o r y 
has been sharply criticised 
by both the US and the UK, 
among others. Robin Cook, 
the British foreign secretary, 
has promised a reconsidera- 
tion of arms supply con- 
tracts. 




Mr All Alatas Is too diplo- 
matic to say they are wrong. 
“We cannot say that, hut we 
do regret the fact that 
Britain now has opted to 
link human rights issues 
with trade. According to us, 
human rights is an impor- 
ta&t subject So Is develop- 
ment and economic relations 
between countries. Both 
should he pursued vigor- 
ously o a their own merits.” 

He believes that the situa- 
tion in East Timor has only 
been kept oh the interna- 
tional agenda by Portugal, 
the former colonial power. 

"Par us internally there is 
no more East Timor prob- 
lem. But it is there in the 
UN. and it is there we must 
find a solution, * he says. 
Howsym. he suggests there 
is little inclination on the 
part of -Indonesia to find any 
compromise short of full 
inc o rpor a tion of Bast Timor 
into the rest of the country. 

The foreign minister does 
not see any contradiction 
between his insistence on 
non-interference and his 
admission that the forest 
fires, and the currency tur- 


pxuosed the n«tl for 

as-Ssfs 

our common **P en *™ w 
the latest developments- 

do not expect more than 

^He admits that it “ 
long time for tadowsia to 
realise the extent to whUh 
its vast acres of smoiUtkiW 
Seat and peat swamp *■ « 
wreaking havoc m 
region. Indeed. It «** <■*> 
Whin neighbouring 
insisted on sending thUr 

own firefighters to help .that 
Jakarta boosted its efforts to 
cult the smoke. 

Mr All Alatas insists, how- 
ever, that once his govern- 
ment realised the extent uf 
the smoke hazard, it acted 
promptly- “Once we saw the 
implications and the ramin- 
cations that went beyond 
our borders, we quickly got 
our act together. ” be 
So far, Indonesia's neigh- 
bours have been too polite to 
disagree. 


Local people 
believe much of 
the burning 
started on a rice 
cultivation project 

You see the first fires as the 
aircraft h anks to land at 
Banjarmasln, on the 
southern coast of Borneo: a 
dozen separate plumes of 
smoke drifting gently across 
the forest It is nothing to 
worry about 

But the airport terminal 
stinks of stale smoke. It is a 
smell you are not going to 
escape until you leave the 
island. 

Banjannasin is still a long 
way from the heart of the 
fires which have been smoul- 
dering across the peat 
swamps and forests of Bor- 
neo for months on end. But 
700 houses were burned 
down in a settlement near 


the city in October, when 
fire-fighters failed to stop the 
conflagration spreading. 

The smoke has caused a 
choking haze to envelop five 
neighbouring states, bring- 
ing havoc to city streets as 
far away as Singapore and 
Kuala Lumpur, trigger- 
ing an extraordinary 
man-made health and envi- 
ronmental crisis. And yet 
here, nobody seems too per- 
turbed. 

Our plan was to drive from 
the coast to Palangkaraya, 
200km inside the province of 
central Kalimantan to see 
for ourselves where the haze 
was coming from. But when 
we suggested buying face- 
masks to protect ourselves 
from smoke, our companions 
only laughed. 

“This happens every 
year," they said. “Why 
bother?" 

Less than 100km away, we 
were in the thick of it with 


visibility down to 50 metres. 
From the banks of the 
Kahayan river, you could 
not see half way across. The 
ferry suddenly loomed oat of 
the smoke, lurching precari- 
ously under Its burden of 
two cars and a battered 
truck. It was cot a reassure 
fug sight 

The air is a yellowish-grey. 
The river is muddy brown, 
littered with burned sticks 
and leaves brought down 
from the swamps and forest 
inland. Hundreds of birds 
are wheeling through the 
haze, apparently driven 
south by the burning. 

Only one man waiting for 
the ferry wears a mask. He 
works for a foreign mining 
company and he wears it 
more as a badge of his supe- 
riority than to protect his 
lungs. 

Has anybody been sent to 
stop the fires? “Why, yes," 
said a matronly lady in the 


roadside cafe. “A gang of sol- 
diers came. They beat the 
fires with sticks, and then 
they left” They may have 
put out the flames, but the 
smoke is all-pervasive. 

Across the river, the peat 
swamps stretch out before 
ns. We are driving on head- 
lights now, at three o’clock 
in the afternoon. And this is 
real smoke, not haze. The 
peat is an fire. 

It does not burn on the 
surface, but smoulders 
underground, breaking out 
occasionally to consume the 
brush, before vanishing 
again. Sticks are not going 
to put it out, for the fires are 
sometimes metres deep. 

And this is where The 
Project begins, a fantastic 
exercise In human and agri- 
cultural engineering, brain- 
child of President Suharto, 
which aims to dear lm hect- 
ares of the swamp for rice 
cultivation and resettle 1.2m 
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people from overcrowded 
Java. 

The trouble is that most 
agronomists insist that peak 
swamps are not fit for grow- 
ing rice. And the local 
people are convinced that tt 
is here that much of the 
burning was begun. 

Certainly the land is being 
cleared by burning, as well 
as with huge excavators 
scraping out the trees. The 
fires come from The Proj- 
ect," a shopkeeper said. 
“They just let it bum.” The 
subject is acutely sensitive, 
because this is the presi- 
dent’s pet project, not some 
local land- clearing. 

We drove all the way to 
Palangkaraya before we 
found anyone fighting the 
fires. Then tt was a freelance 
effort at the university - a 
handful of professors and 
their students, who twimpri 
up when they saw the 
authorities were dcdng noth- 
ing. 

“It is very difficult for us 
to stop the fires." said 
Suwido T-imin, the agrono- 
mist leading the team. They 
have got into the peat, and it 
is anything up to 12m deep. 
There are no on the 

surface, hut when we dig, we 
find it” He is reluctant to 



An MunMfcn woman bums rioe paddy sftdible on the outeMrts of Pontianak, the capital of West 
Kali ma nt a n, causing further haze. VMAy hi Pm area was Smiled to about 100m at tha end of 
September, dua to smoke from the Proa ' pk±a 


talk about The Project, or 
the huge resettlement exer- 
cise it involves. The first 
harvest, which was supposed 
to cover 400ha. had just 
taken place, he said. Presi- 
dent Suharto was supposed 
to come. But only 4Kh« had 
been cultivated, so the only 
VIP who came was a vice- 
governor. What Is known Is 
that at least one village of 
200 homes has been burned 
down in tiie area of The Proj- 
ect, although officially there 
are no fires there. 

But the biggest culprits 


are the palm Oil plantations. 
Professor Suwido believes. 
They were encouraged to 
expand massively along the 
edges of Borneo's tropical 
forests, and they have 
burned off the land with 
apparent impunity. There is 
a decree to stop new fires, 
but nobody is enforcing it 
At least the president has 
recognised the problem, 
even if the authorities are 
hopelessly Hi-equipped to 
cope with tt. “We had not 
anticipated a disaster of 
such magnitude and we were 


totally unprepared.” Mr 
Suharto admitted in early 
November. "Despite our tire- 
less efforts and the assis- 
tance provided by other 
countries, it is taking a long 
time before they can be 
extinguished." 

The monsoon will eventu- 
ally do that joh, although it 
may- not come properly until 
December. But few doubt the 
fires will be re-lit In 199A 
The question is whether the 
government, or the local 
communities, will try any 
harder to control them. 


POLITICS • by Sander Thoenes 


Rumbles of discontent 


Public unrest 
could undermine 
Suharto's status 
in the eyes 
of the military . 

As economists and investors 
try to gauge the impact of 
currency depreciation, a 
stock market crash, high 
interest rates and a sharp 
drop in domestic investment 
in Indonesia’s economy. 

! there are 200m unknown fac- 
tors that are often over- 
looked. 

How will the Indonesian 
people respond? After 30 
years of almost constant 
growth, rising welfare and 
increasing joh opportunities, 
how do 200m people react 
when suddenly life stops get- 
ting better? Win they be as 
complacent with the lack of 
democracy, the corruption 
and the lack of labour rights 
when they lose their jobs 
and the price of basic foods 
rockets? 

“So for, people don’t feel 
the effects," said Abdurrah- 
man Wahid, lead e r of Nah- 
dlatul mama, Indonesia’s 
largest non-governmental 
organisation. “Only after a 
few months will the devas- 
tating Impact of the mone- 
tary crisis be frit by society 
at large." 

"For now there are price 
rises but not yet steep ones,” 
Mr Abdurrahman said dur- 
ing an interview in the 
offices of NahdlaCuZ Ulama, a 
moderate Moslem Organisa- 
tion which claims 35m mem- 
bers. “But work stoppages 
are taking place because fac- 
tory owners don’t know any 
mare how to calculate their 
costs (and foil to pay wages). 

"Workers are being laid 
off. More Importantly, a 
shortage of goods will take 
place because imports will 
become unaffordable. Shop 
owners are complaining that 
they can’t raise prices any 
longer because people won’t 
buy. People will be angry." 

There are some signs that 
Mr Abdurrahman's dire pre- 
dictions may come true. Stu- 
dents and activists have 


clashed with police In Jak- 
arta and other cities in 
recent weeks. They linked 
demands for a freeze .on food 
prices and emergency aid for 
starving villagers in Irian 
Jaya to calls for a more pow- 
erful parliament, an end to 
corruption and, in some 
cases, a new and younger 
president. 

Workers have gone on 
strike to demand wage 
increases at prominent facto- 
ries, such as the IPTN air : 
craft assembly plant in Ban- 
dung. They have walked out 
of textile and shoe factories 
that account for much of 
Indonesia’s non-oil exports. 

Thousands of day labour- 
ers have been sort away 
from construction sites 
across Jakarta, leaving a lot 
of frustrated men roaming 
about the capital - 

In Jakarta; officials say 
unemployment rose fr o m 4 
per cent in 1996 to 6 per cent 
in October of this year. But 
unemployment statistics are 
unreliable; by some esti- 
mates, 30 per cent of the pop- 
ulation was under-employed 
even before the currency cri- 
sis set In. 

White Mr Abdurr ahman is 
not tme for predicting a pop- 
ular uprising, he feels the 
timing of even limited 
unrest could make a power- 
fill impact an the forthcom- 
ing presidential elections, 
and might even precipitate a 
backlash. “The anger will 
come, and tt will come pre- 
cisely around the tome the 
consultative assembly 
meets,” Mr Abdurrahman 
said, referring to a hand- 
picked gathering that will 
elect a president and 
vice-president in March. 

The president is a stub- 
born man. He will cling to 
power, perhaps taking dras- 
tic measures against possible 
competitors, including more 
restrictions on political life." 

"If there are any unconsti- 
tutional actions, then we 
will not hesitate to use our 
force to defend democracy." 
Mr Abdurr ahman said. “We 
can bring two milKon people 
to the streets of Jakarta 
alone. That is my warning." 


This is tough talk, but in 
practice Mr Abdurrahman 
has been more active in 
restraining his potential 
force than in nnl^ahin g tt. 
Another Moslem leader. 
Axnien Rais, has been even 
more blunt, even playing 
with the idea of running for 
president. 

In practice, however, most 
potential opposition leaders 
have been remarkably quiet 
- in the midst of all the calam- 
ities that have befallen their 
people. They have not 
accused the government of 
caving in to the West by 
agreeing, to an International 
Monetary Fond package, or 
even chastised it far foiling 
to contain the finest fires. 

The demonstrations so far 
have gone without a leader^ 
although some have openly 
nominated Mr Amien as an 
alternative to President 
Suharto. Nahdlatul U lama in 
November endorsed Mr 
Suharto for re-election. 

Few believe, therefore, 
that efffier the fires or the 
• economic downturn could 
muster mass support for any 
rival presidential candidate. 

Mr Suharto, 76, has left 
little doubt he will run for a 
seventh five-year term. But 
opposition, leaders and sym- 
pathisers alike predict that 
public unrest could undercut 
his stature in the military 
and prevent him f rom han d, 
picking, a successor. 

Analysts aay that even the 
current vice-president. Try 
Sutzisno, was foisted on Mr 
Suharto by the army, and 
that was in better days. 

Many doubt whether Mr 
Suharto has made a choice, 
■but there is little hope for 
any reform-minded candi- 
date. Some feel the president 
favours General Hartono, a 
fanner army chief whom he 
appointed, minister of infor- 
mation earlier this year. He 
was a tough but respected 
army officer and is close to 
the first family. 

Mr Yusuf Habibie, the 
extrovert minister of 
research and technology 
with a penchant for inter- 
ventionist economic policy 
that is popularly known as 


Habibienomics, is a protege 
of Mr Suharto. But many 
think his mishandling of sev- 
eral expensive prestige pro- 
jects has lowered his stand- 
ing with the president, and 
Ms reputation was never 
very high with the military. 

One alternative to Mr 
Habibie in the ranks of inter- 
ventionists, Ginandjar Kar- 
tasasmita, has apparently 
persuaded powerful retired 
generals to back him 

And then there is the pres- 
ident’s favourite daughter, 

Siti Hardianti R ukman n, a 

successful businesswoman 
who has taken a more prom- 
inent political role since the 
death of her mother in April. 

The unofficial first lady at 
official events, she ai«n plays 
a prominent role in Golkar, 
the government party, and 
holds a seat in parliament 

She appeared together 
with Mr Abdurrahman dur- 
ing parliamentary election 
campaign rallies for Golkar, 
but Mr Abdurrahman main- 
tained it was a temporary 
alliance designed to tell his 
followers that they did not 
have to vote for the PPP a 
Moslem party with which Mr 
Abdurra hman is often in 
conflict 

Mr Try, the rice-president 
appears to be a candidate 
that many would accept. He 
mely speaks in public, and 
amen be does he is rarely 
controversial. He portrays 
himself as a devout Moslem 
mid differs from potential 
rivals in that he has not 
been smeared by corruption 
scandals. 

His official portrait that 
adorns many government 
b u i l d in gs bears a convenient 
resemblance to Indonesia’s 
first president. Sukarno. 

Mr Suharto has never 
nominated the same candi- 
date for the vice-presidency 
twice, careful to keep any- 
on e fr om threatening his 
stature. But he has sprung 
surprises before. Much of it 
depends on how he views his 
own future; is he looking for 
a ceremonial figure whom he 
can dispose of at will, or for 
a successor? At 76. he may 
be wise to opt for the latter. 
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FRANKFURT 

-A presentation of unique sacred 
Icons and nominated 
manuscripts from 14th to 16th 
carrbsy Moscow opens at the 
Soften Ktms&aBe on Wednesday. 

The eMhiftts, on tasi from major 

museums In the Russian capital, 
,»W move 1b the Royal Academy 


of Arts in London in March. 

PAHS 

The grand Festival cTAutomne wi 
feature several Japanese troupes. 
This weak Noh plays can be seen 
at La VBette from Tuesday. Note 
foryourSarytfatftomDecerrtJsr 

1 0 untH December 20. a KabuKi 


boupe headed by two great 
performers (Jufcaemon Nakamura 
IV and Tomjuro Nakamura VJvua 
be seen at the TMstre du OttteieL 

STRATFORD-UPON- 

AVON 

The Royal Shakespeare 
Company launches two new 
productions this week: TwsHft 
Night, directed by Adrian Noble, 
opens tomorrow In the Royal 
Shakespeare Theatre!, and 
Roberto Zuooo, by Bemard- 
Marie Kottes, directed by dames 
Macdonald at The Other Pboe. 

MADRID 

On Friday London’s Royal Ballet 
opens bi a brief season which 
runs untti the following Thursday 

at the Teatro Real. The 
production is Anthony Dowell's 
Sleeping Beauty (above toft), with 

designs by Maria Bjomson. 
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A unique intensity: the Merce Cimningham Dance Company performing in New York 


Crafted to perfection 


This is dance stripped down to its structural essence, writes William Deresiewicz 


W atching the 
Merce Cun- 
ningham 
Dance Com- 
pany is like 
nothing else in the theatre, 
but it is a great deal like 
something outside of it As a 
modern architect might 
expose a building’s bolts and 
beams, Cunningham strips 
dance down to its structural 
essence. With no story or 
music to distract from the 
mechanics of technique, 
none of the grins and trim- 
mings of ballet one is left 
watching a group of workers 
practicing an immensely dif- 
ficult craft For if all craft is 
ultimately a form of dance - 
the trained movements a 
body makes in weaving a 
rug or shooting a putt - then 
the ultimate form of craft Is 
dance itself. 

It is this quality of expo- 
sure that gives the experi- 
ence of watching the Cun- 
ningham company its 
unique intensity. As we 
would in observing the arti- 
san or athlete, we are 
arrested by the dancers’ atti- 
tude of concentrated atten- 
tion, of meditative absorp- 
tion, by their unhurried. 


unhesitating execution. 
Even as we receive the 
beauty erf the forms made, 
we perceive the effort of 
making them:' the sharp 
swelling of breath through 
the shoulder blades, the 
crease of an ankle as it takes 
file weight erf a lunge, the 
infimteshnal tremor in a leg 
held aloft. 

The company’s recent New 
York season, Cvrmmghom, 
Merce: Forward & Reverse at 
the Brooklyn Academy of 
Music, was the final one, 
alas, for the finest of its 
craftsmen, who is leaving 
the company. Fr&d&ric 
Gather, who now calls him- 
self “Foofwa d'hoobiUtd’’, 
may be a prize eccentric, 
but he is also a performer in 
whom genius is indistin- 
guishable from technique. 
He has all the particular 
skills: blindingly quick feet; 
strong, speaking hands; a 
centre so secure his sense of 
orientation never falters 
even amidst the twists and 
tilts and plunging curves of 
Cunningham choreography. 

More than that, he infuses 
his every movement with a 
marvellously sensual plastic- 
ity, a kind of “underwater” 


quality that girnmatpR from a 
sustained effort of isometric 
tension. Equally engrossing 
is his air of pride and intel- 
lect and contained delight, 
the sense he radiates of a 
comprehending vision poised 
slightly above the plane of 
performance- 


w 


watch, 
and Cun- 
ningham 
knows we’re 
watching. 
Like all the great modern- 
ists, he purifies his art by 
calling attention to the 
conditions of its reception. 
Rondo, the most accessible 
of four new works, examines 
the act of observation itself 
Now we see dancers sitting 
on chairs dispassionately 
watching a soloist; now we 
see others shadowing the 
movements of a trio with 
the kind of half-hearted shuf- 
fling steps used to “mark" 
a passage in rehearsal Most 
poignantly, we see a man 
twisting and foiling beneath 
the gaze of a perfectly 
still, perfectly calm young 
woman - the act of watching 
at its most intimate and 
powerful 


We see all this, moreover, 
through a scrim, an Impedi- 
ment that calls attention to 
our own status as observers. 
The scrim lifts, the dancers 
exchange their practice 
clothes for tight, bright, 
black-and-white cl ab wear, 
and suddenly we’re hit with 
the full force of their youth- 
ful glamour. We know this 
situation; it is the situation 
of walking down any street 
on any day in a chic district 
of New York or London. 
Modern dance, Cunningham 
suggests, is the art most 
akin to the silent rituals of 
urban display. And going to 
the dance, he reminds us. is 
at a certain important level 
a dignified form of voyeur- 
ism. By the end of Rondo, 
the dance Is watching us. 

The self-consciousness 
continued in Installations. 
The curtain rises on a group 
of dancers posed to suggest a 
collection of sculpture dis- 
carded or at least carelessly 
stored. Cunningham has 
always been tremendously 
daring In his use of stasis; It 
is his one innovation that 
has found no imitators. Here 
the sculptural imagery per- 
sists throughout the piece: 


enigmatic, reticently beauti- 
ful, living form paying trib- 
ute to the art that stills and 
immortalises it 

At the same time, three 
banks of monitors arranged 
around the stage play video- 
tape of dancers shown in 
colossal close-up. The sub- 
jects remain as still as possi- 
ble, and even then the tapes 
run in slow motion; another 
strand in the cross -commen- 
tary of visual media, new 
ways to wrench scale and 
stretch time, further obser- 
vations on the act of obser- 
vation. 

The price of experimental- 
ism is occasional failure, and 
Scenario, the season's most 
baHyhooed premiere, paid it 
handsomely. The hype was 
incited by Cunningham’s 
collaboration with fashion 
designer Rei Kawakubo, who 
has recently taken to adorn- 
ing her creations with vari- 
ous humps and wens and 
pregnant bellies. If nothing 
worse, Kawaknbo's blobwear 
concealed the beauty of the 
dancers' craft and the valour 
of its practice. It is there, 
Cunnihgham tells us, that 
dance’s spiritual dimension 
truly lies. . 


Theatre / Alastair Macaulay 

Blarney about the Bard 


F rank McGuinn ess’s 
new play Mutabilitie 
has more content 
than you can shake 
an epic at, but - despite 
playing an awful lot of inter- 
nal structure games with 
itself - it is still one long 
sprawling mess. It conceives 
the year 1589 in Ireland, 
when Elizabeth I’s Protes- 
tant envoys were subduing 
the old Irish Catholic chief- 
tain families; it imagines 
that Shakespeare spent time 
in Ireland in the household 
of Edmund Spenser: it puts 
endless crazed Gloriana gush 
into Spenser's mouth; it 
shoves two of Shakespeare’s 
fellow-actors from London 
into Irish captivity: it pre- 
tends that Shakespeare exer- 
cised his fertilising genius in 
Ireland on both Spenser and 
on a female Irish singer; and 
it conjures up more or less 
sexual Anglo-Irish relations 
between these and other 
characters. 

It bats forth umpteen 
themes: either death or free- 
dom: the death of children: 
the poet as driven visionary 
and as saviour; bi- and 
homo-sexuality (especially 
among the En glish interlop- 
ers); the En glish as modern- 
isers, as educators, and as 
religious wreckers; the Irish 
as traditional, lyrical, and at 
once quasi-pagan and Catho- 
lic ... . Rnnug h already. 

But MulabSitie is a terri- 
ble play simply because its 
writing keeps making it 
crumble into pieces in each 
and every scene. (For over 
three hours.) None of the 
characters is real, and each 
of than keeps doing things 
for mere theatrical effect 
Take, for example. Shake- 
speare’s two co-actore, Ben 
and Richard, who are the 
most modem and perhaps 
the most natural characters 
onstage. McGuinn ess cannot 
resist putting campily theat- 
rical rewritten lines into 
their mouths (“This is 
Ireland, and we are in it”) 
and knowing backstage chat; 
too (after talking of one erf 
Shakespeare’s boyfriends, 
"Whatever happened to the 
Welsh bit?" “He married the 
Earl of Southampton! I 
played Juno at their wed- 
ding masque; ") This shows 
McGuinness falling into the 
silliest historical-novelist 
tendencies; and it makes his 
mind seem more camp than 
that of any of his characters. 
The “period” and “poetic” 
talk he gives to most other 
characters is artificial and 
foolish. 

Trevor Nunn directs: who 
could envy him? Unfortu- 
nately things are made 


worse by two of his cast. 
Aisling O’Sullivan plays the 
File, the Irish singer who 
loses her heart to Shake- 
speare. She is an invariably 
exaggerated, self-advertising, 
coarse and dismally limited 
actress, exceedingly Irish 
and intense, and 1 always 
dread in particular the over- 
wrought body-language of 
her first entrance in any 
role. Sure enough, she came 
on lowering like billy-oh, 
staring furiously from under 
her brows and pulling the 
comers of her mouth way 
down. But actually that may 
have been the best thing she 
did: certainly the things she 
went on to do. witb her chin 
and her gestures in the Irish 
camp, and with her posture 
in the Shakespeare scenes, 
not to mention the hammU.v 
part-chesty part-twanging 
vocal delivery and the Irish- 
er-than-thou diction, were 
new lows in her career. 

A s Spenser, Patrick 
Malahide gives an 
Old School actor's 
performance; 1 
think Shakespeare & Co. 
would have thought it Old 
School too. It is years since I 
heard spoken vibrato quite 
like his. He quivers his big 
syllables so hard that he 
manages also to aspirate 
them: “This con-quest is not 
one of the sworhorhorhordl" 
He pitches his every speech 
like a fanfare, frill of artful 
jumps and marcati in mid- 


phrase: it is impossible to 
pay attention to any of them. 
Gawn Grainger and Frances 
Tomelty also do a great deal 
of acting, unfortunately, as 
the old Irish king and queen. 
Kevin Doyle and James 
Buller are enjoyable as the 
two English actors, and 
Peter Gowen and Diana 
Hard castle arc both touching 
and authoritative as, respec- 
tively. the old king's son, 
Hugh, and Spenser’s wife. 
Elizabeth. Monica Prawley 
has designed a three- 
dimensional Irish landscape, 
with a pool into which 
Shakespeare spectacularly 
tumbles on his first 
entrance, and Shaun Davey 
has composed Irish music 
with too many synthetic 
keyboard effects. 

Anton Lesser, one of 
Britain’s most enthralling 
actors, gets through Shake- 
speare’s scenes with true 
poetic inspiration, spiritual 
dignity, and nervous force. 
Alone of all the characters, 
he never once seems foolish. 
But, alas, he never matters 
to us much, because 
McGuinness's play about 
Shakespeare in Ireland is 
just blarney and whimsy. 
Lesser may make us believe 
in his Shakespeare, but 
McGuinness never makes us 
believe in his Ireland. 


In repertory at the Cottesloe 
Theatre, South Bank. Lon- 
don SE1. 0171-928-2252. 
Sponsored by Guinness pic. 
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Patrick Maferiifcfe and Anton Lessor In , Mutab^Bt^e , 



■ AMSTERDAM 

EXHIBITIONS 
Rijksmuseum 
Teh 31-20-673 2121 
Medieval illustrated histories: the 
Hausbuch and its Master. 
Drawings, prints and a panel 
painting by the the Master of the 
Amsterdam Cabinet, including 
the 64 sheets of the Hausbuch. 
illustrating court We In the late 

Middle Ages- The book has 

temporarily been taken apart for 
restoration, providing this fost 
and last opportunity to view It in 
this way; to Jan 18 

OPERA 

Hot Muziektheatw 

Tel: 31-20-551 8911 
Cos! Fan Tutte: by Mozart 
Netherlands Opera production, 
conducted by Ivor Bolton m a 
staalno by JQrgen Rimm, with an 
entirely new cash, Nov 24. 26 

■ BARCELONA 

exhibitions 

Rflidactd “ta Caeca 


Tel: 34-3-207 7475 
Rembrandt The Human and the 
Natural Landscape. 91 etchings 
from the Rembrandt House 
Museum in Amsterdam. The 
exhibition will transfer to Madrid; 
to Jan 11 

FundackS Joan Mfr6 
Teh 34-3-329 1908 
www.bcn.fjmiro.es 
Alexander Cakter centenary 
celebration of work by the maker 
of mobiles. The show focuses on 
his dose relationship with Mird; 
to Feb 15 


m BELFAST 

DANCE 

Belfast Festival 

Teh 44-1232-665 577 
Merce Cunning ham Dance 
Company: Ocean. Inspired by 
James Joyce, this last 

coRaboration of the 
choreographer with John Cage 
features 15 dancers, 112 
musicians and an electronic 
score; Waterfront Hall: Nov 27, 
28,29 


■ BERLIN 

DANCE 

Deutsche Oper 
Tel: 49-30-34384-01 
Deutsche Oper BaHet Rosalinda, 
choreographed by Ronald Hynd 

to music by J- Strauss; Nov 27 

OPERA 

Deutsche Oper 

Teh 49-30-34384-41 
9 Aida: by VerdL’Staged by 
Gfrtz Friedrich, with sets and 
costumes by Pet Hafrnen: Nov 28 


• Madame Butterfly: by Puccini. 
Staged by Pier LUgi Samaritani; 
Nov 25 


■ CHICAGO 

EXHIBITIONS 
Art Institute Of Chicago 
Teh 1-312-443 3600 
wwwortkz.edu 

Irving Penn, A Career in 
Photography: 150 pints, from 
every stage of Penn’s career. 
Indudes fashion photography, 
portraits of the rich and famous, 
and ethnographic series. To Feb 
1, after which the exhibition will 
travel to Europe and Japan 


■ LONDON 

CONCERTS 
Barbican Hafl 
Tat 44-171-638 8891 
The Sibelius Cycle: Sir Colm 
Davis conducts the London 
Symphony Orchestra in a 
pro gr a m me co mpris ing 
Symphony No. 8, Symphony No. 
7, and the Violin Concerto with 
soloist Arme-Sophie Mutter; Nov 

26.27 

OPERA 

English National Opera, 
London CbEseum 

Teh 44-171-632 B300 

• Fa tstafr. by Verdi. This 
co-production with Opera North, 
first seen in Leeds, is conducted 
by Dohndnyi and cSracted by 
Matthew Warchus. Cast includes 
Man Opie in the title role; Nov 

24.27 

• The Magic Flute: by Mozart, 
fficholas Hytneris production, 
revived by David FBtch and 


conducted by Christopher 
Moulds: Nov 25, 29 • »- . 

Shaftesbury Theatre 

Teh 44-171-379 5399." \ “ 

The Royal Opera: II batpiere d I 
SMgGa, by Rossini. New . ■ 
production staged by Nlget- 
Lowery; Nov 24, 27, 28, 29 

THEATRE 
Riverside Studios 
Teh 44-181-741 2255 
Oh Las Beaux Jours: by Samuel 
Beckett (1961). Peter Brook 
directs Beckett's French 
language version of Happy Days; 
Nov 27, 28, 29 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler PavHon 
Tat 1-213-972 8001 
Los Angeles Phftharmontc: 
conducted by Lawrence Foster in 
works by Mozart and Ravel. With 
piano soloist Ignat Solzhenitsyn; 
Nov 28, 29 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.iaopera.org 
Countess Maritza: by K&man. 
Premiered in Santa Fe this 
summer, this lively production by 
Linda Brovsky stars Ashley 
Putnam and is conducted by 
John Crosby; Nov 25, 29 


■ MADRID 
CONCERTS 
Auditorio Nacional 

Teh 34-1-337 0100 


Orchest r a National de France: 
conducted by Pinchas Sternberg 
In works by BerSaz. 'R. Strauss 
and Us2L With piano soloist 
Jants Vakarete; Nov 29 

DANCE ' 
teatro Read. 

Tel: 34-1-516 0600 
The Royal Ballet Anthony 
Dowell's staging of Sleeping 
Beauty with designs by Maria 
Bjomson; Nov 28, 29 


■ NEW YORK 

DANCE 

New York City BaHet, New 
York State Theater 

Tel: 1-212-870 5570 

• George Balanchine’s The 
Nutcracker; Nov 28, 29 

• Opening Night Benefit the 
first night of the season will be 
the fereweH performance of 
MerriB Ashley, retiring from the 
company after 31 years; Nov 25 

EXHIBITIONS 

Metropolitan Museum of Art 
Teh 1-212-879 55 00 

www.metmusaum. org 

• Flowers Underfoot Indian 
Carpets of the Mughal Era. 50 
rugs from the 16th to 18th 
centuries. With bans from private 
collections in India, Eirope and 
Japan, the exhibition Includes 
masterpieces never before 

exh totted; to Mar 1 

• King of toe World: A Mughal 
Manuscript from the Royal 
Library, Windsor Casba The 
Padsftahnama, by Abdut-Hamkf 
Lahawri. made for the emperor 
Shah-Jahan. builder of the Taj 
Mahal, and one of his finest 


possessions; to Feb 8 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera.org 

• La Ctemenza di Tito: by 
Mozart. Conducted by James 
Levine in a staging by 
Jean-Pterre Pormelle. Cast 
includes Anne So fie von Otter 
and Anthony Rotfe Johnson; Nov 
26. 29 

• The Rake’s Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast indudes 
Dawn Upshaw and Samuel 
Ramey: Nov 24, 28 


Anthony Mlchaete-Moora and 
Elena Prokina (replaced by 
NicoJIe Foland on Nov 29); Nov 
25, 28, 29 


CONCERTS 
Suntory Hafl 

Tel: 81-3-3289 9999 

• Chamber Orchestra of 
Europe: conducted by Emmanuel 
Krivine in works by Ravel, 
Strauss, Wagner and Bizet; 

Nov 25 

• Staatskapefle Berlin: 
conducted by Daniel Barenboim 
in symphonies and piano 
concerto® by Beethoven; 

Nov 26, 27 


■ TOKYO 


■ PARIS 

OPERA 

Optra National de Paris, Optra 
Bastille 

Teh 33-1-4473 1300 
Der RosenkavaBer by Strauss. 
New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast indudes 
Renee Fleming, Susan Graham 
and Barbara Bonney; Nov 26, 29 


■ TV AND RADIO 

• WORLD SERVICE 

BBC Worid Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (483m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Teh 1-415-864 3330 
www.sfopera.com 
• Eugene Onegin: by 
Tchaikovsky. Yurt Temirkanov 
conducts his 1980s Kirov Opera 
production, with a cast including 


• NBC Europe 

10.00: European Money Wheel 
Nonstop five coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

08.30: Squawk Sox 
10.00: Europear MoneyWheei 
18.00: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS: ASIA 


Why 

will 


Personal View • John Lipsky 


heads in the sand 


cost Europe dear 


Bitter 

heal 


could 

s rift 


The continent is 
wrong to ignore 
the threats to its 
economies from 
the east's woes 


European officials and most 
European investors are 
playing down the impor- 
tance for their region of 
Asia's currency crisis. This 
attitude wQl prove to be a 
mistake, for several reasons. 

Most important. Europe’s 
1998 growth prospects will 
be dampened notably by the 
Asian currency crisis and its 
aftershocks. And concerns 
about deteriorating credit 
quality will be heightened by 
Asia’s problems. 

As a result, Europe’s lead- 
ing economies may not 
at tain even the International 
Monetary Fund’s forecast of 
about 2 per cent GDP growth 
next year. If so. the starting 
point for European monetary 
union will be significantly 
more difficult than antici- 
pated. Europe’s high unem- 
ployment rates may still be 
rising - together with bud- 
get imbalances - at the end 
of next year. 

Fading expectations for 
1998 European growth would 
challenge both investors and 
government officials. Inves- 
tors would have to wonder 
whether the implications are 
already priced correctly in 
nnaruriai markets. European 
policymakers, for their part, 
should ask themselves 
whether they have been suf- 
ficiently supportive of inter- 
national efforts to halt the 
spread of Asia's crisis. At 
present, the answer to both 
questions appears to be no. 

European perceptions are 
iflgf rrn p - behind the emerging 
realities: While most Euro- 
pean investors and officials 
have been preoccupied with 
preparations for Emu, global 
growth prospects have weak- 
ened substantially. By now, 
there is no chance that Asia 
will escape a significant 1998 
growth slowdown, even if 
vigorous corrective mea- 
sures are adopted quickly. 

South Korea is the latest 


casualty of Asia's mix of 
competitive currency devalu- 
ation and financial market 
crisis. At the .same time, 
Japan’s 1998 growth pros- 
pects have all but vanished. 
Even China's growth outlook 
has become uncertain. 

This skein of trouble may 
have begun in south-east 
Asia, but slipping growth 
prospects in Japan, China 
and South Korea will have a 
global impact. Already, 
Chase Research has con- 
cluded th at us growth will 

fan to a below- trend pace of 
1 per cent to 1.5 per cent 
next year, about 0.5 to LO 
percentage points less than 
had been expected prior to 
the crisis. 

Europeans typically main- 
tain that their export-led 
economies are far less 
exposed to Asia's turmoil 
than is the US. The evidence 
cited to justify this 
conclusion, however, is mis- 
leading. 

It is often claimed that 
Asia buys less than 10 per 
cent of European exports 
compared with more than 30 
per cent for the US. When 
intra-EU trade is netted out, 
just as US data nets out 
trade among the 50 states, 
the picture changes radi- 
cally: Asian trade accounts 
for about 30 per cent of all of 
Europe's out-of-region trade 
- close to the US figure. 
Moreover. EU exports to 
Asia have been growing fast 


Despite 
discussion of 


prospective 
international 
'bail-outs’ of 
troubled Asian 


economies, 
funding is not the 
key issue 
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- averaging a 16 per cent 
annnal increase for the past 
decade. 

Europe, however, also 
faces aftershocks that will 
hit closer to home: in partic- 
ular, worries are mounting 
about Russia’s growth and 
financial outlook. While 
direct Russian/EU trade 
remains relatively small - it 
accounts for only 3 per cent 
of total EU exports - Rus- 
sian trade retains a signifi- 
cant infl uence on the eastern 
European countries that 
have been instrumental 
recently in boosting the ElTs 
export growth. 

With non-European 
growth set to slow notably 
next year, and with key EU 
central banks having just 
increased short-term rates, 
consensus forecasts of 
above-trend 1998 European 
growth are becoming 
Implausible. But slowing 
external growth will not be 
the only dampening force on 
European economies: Euro- 
pean currencies have appre- 
ciated recently versus their 
Asian counterparts. 

For investors, the implica- 
tion of this analysis is 
straightforward: if EU 
growth will slow to a below- 
trend pace, European finan- 
cial markets are mispriced. 
Prevailing interest rate rela- 
tionships imply virtual cer- 
tainty that Emu win encom- 
pass ll countries and that it 
will begin on schedule. 

If slowing EU growth 
undermines investor confi- 
dence about the Emu pro- 
cess, interest rate differen- 
tials will widen between core 
and non-care countries, fur- 
ther boosting doubts about 
the growth ou Hook. Equity 
values also would come 
under pressure. 

EU central bankers have 
insisted that higher 
short-term interest rates are 
an inevitable consequence of 
the convergence process. At 
present, financial market 
prices are consistent with 
expectations of a rise of 
about 50 basis points in Ger- 
man short-term rates over 
the next six months or so. 


The latest developments in 
Asia and elsewhere call this 
assumption into question. 

The efforts to date of the 
Asian governments them- 
selves and the international 
Institutions, principally the 
IMF, have not been suffi- 
cient to contain the crisis- 
The international commu- 
nity needs to take a much 
more activist approach to 
halting Asia’s spiral of com- 
petitive depredation, finan- 
cial sector weakness, rising 
credit risks and ebbing 
growth prospects. 

European authorities 
should encourage Asian 
countries to implement more 
appropriate monetary and 
fiscal polities, to stabilise 
their currencies and to cease 
shielding their private 
sectors from market disci- 
pline. 

Despite widespread discus- 
sion of prospective Interna- 
tional “bail-outs" of troubled 
Asian economies, the provi- 
sion of emergency funding is 
not the key issue, although 
by now substantial financial 
resources will be needed to 
make stabilisation pro- 
grammes credible. 

At its heart, Asia’s predic- 
ament stems from a crisis of 
confidence. As such, signifi- 
cant progress will not be 
possible without significant 
economic policy adjustments 
by the countries affected. If 
confidence is lacking, no 
amount of IMF money will 
suffice. If confidence is 
restored, however, through 
timely adjustment measures, 
substantial international 
funding will not be required 
in most cases. 

European governments by 
and large have remained 
silent in the face of Asia’s 
plight despite the spreading 
impact None the less, the 
continents stake in restor- 
ing Asian economic and 
market stability is much 
greater than most European 
citizens recognise. 


T he Intervention of 
the International 
Monetary Fund in 
bailing out South 
Korea will help stop the con- 
tagion of Asia’s currency cri- 
sis,- but the price Seoul will 
have to pay is likely to be 
immense. It could affect not 
only the economy hut also 
politics (with a presidential 
election due) and the danger- 
ous divisions of the Korean 
peninsula. 

Economists are already 
predicting Korea will enter a 
deep recession next year as 
draconian restructuring 
measures expected to be 
demanded by the IMF will 
cause plant closures and 
huge job losses. This could 
provoke unrest among the 
nation’s militant wor kf orce. 

The tough conditions the 
IMF is expected to impose 
would also mean dismantl- 
ing Korea Inc, the sy s t em of 
state capitalism that pro- 
pelled the nation, in just 
three decades, from a poor 
agrarian country on a par 
with Ghana to the world’s 
11th biggest industrial 
power, with a gross domestic 
product of $500bn (£296bn). 

Korea's cu r r e nt economic 
problems, however, suggest 
this dirigiste industrial 
I structure has long outlived 
its usefulness. “Korea is now 
I like Europe in the 1970s or 
the UK before the imposition 
of Thatcherism,” says a 
regional economist for a 
Hong Kong-based securities 
house. 

The t rang fn rm a Hrtn nrmlrt 

be so profound that some 
analysts do not rule oat a 
strong public backlash, 
increasing political instabil- 
ity in a nation that lives 
under a constant military 
threat from heavily armed 
communist North Korea. 

“Although many reform 
initiatives have been drawn, 
Korean society as a whole is 
not fully prepared to endure 
the necessary pains Involved 
with change,” says Lira 
Chang-yuel, Seoul's new 
finanra minister. 

The public reaction is 
likely to be all the stronger 
because of the timing-. Less 
than a year ago. Korea’s 
strong national pride swelled 
after .the country joined the 
Organisation for Economic 
Co-operation and Develop- 
ment. Now, commentators 
are comp laining that the 
IMF bail-out means Korea 


John Lipsky is chief econo- 
mist and director of research 
at the Chase Manhattan 
Bank. 
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IMF policies may transform 
South Korea but spark a 
backlash, says John Burton 


will be regarded as a . “seo- 
ond«te country".. 

An eariy sign of public 
reaction wB3 come In nest 
month’s presidential elec- 
tion. A victory for Kim Dae- 
jung, the centre-left opposi- 
tion leader, would indicate 
public opposition to an IMF 
rescue Mr Kim’s core sup- 
porters include the . trade 

iratamg; small businesses 

fanners, the most vulnerable 
sectors to market r efor m s . 

If the next president is 
weak, the political situation 
could become volatile - a 
worrying thought when a 
bellicose North Korea, made 
desperate by hunger and 
economic collapse, sits just 
25 miles away from Seoul 

How did South Korea get 
into this mesa? The answer 
is not contagion from out- 
side, but home-grown corpo- 
rate problems. It has been 
the rapid fall of the cur- 
rency, the won, that -has put 
the co un try under pressure. 
The won's woes can be 
traced to an economic slow- 
down that triggered & series 
of big bankruptcies this 
year. ' The companies hit 
were highly leveraged con- 
glomerates, or chaebol. They 
were wiftWft to service their 
large debts, which, on aver- 
age, are more than four 
times equity. 

The corporate collapses 
caused credit downgrades 
far main banks with heavy 
exposure to faded industrial 
groups. Korean companies 
began boarding dollars in 

anticipation Of highor Over- 
seas borrowing costs. 

As the won’s plunge acoel- 
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grated in the last few weeks, 
foreign hawira began nailing 
in i and exacerbating a 
credit crunch because two- 
thirds of Korea’s total exter- 
nal burden of at least $110bn 
is short term. « 

So what can be done? The 
IMF conditions are expected 
to address Korea’s severe 
structural problems and lead 
to r e f o r ms in three impor- 
tant areas: 

• Industry: Officials in 
Seoul expect the IMF condi- 
tions to result in a restruct- 
uring of the nation’s main 
industries - cars, steel pet- 
rochemicals, shipbuilding 
»r>d electronics . ■— to reduce 
th eir debts and. excess pro- 
duction capacity. 

The widely diversified 
chaebol wOl be farced to cut 
unprofitable subsidiaries and 
surplus workers. As many as 
half of the top 30 chaebol, 
those with debts of more 
than five times equity, may 
go bust. 

• Labour: The achieve- 
ment of industrial rationalis- 
ation will depend an reform- 
ing Korea's rigid labour 
market and allowing compa- 
nies to sack workers, who 
expect “iron rice bowl” 
guarantees of lifetime 
employment. 

W Finance: Industrial 
restructuring will largely be 
taken in response to finan- 
cial reform conditions the 
IMF will impose. Insolvent 
hanltg win be closed as the 
price far IMF funds to write 
off as much as flOObn in had 
loans. - 

The debt and equity mar- 
kets are likely to be opened 
fully to foreign investors, 
who will help impose market 
discipline an the corporate 
sector. The banks have fun- 
nelled as much as $750bn to 
companies under govern- 
ment pressure with little 
attention paid to credit anal- 
ysis. A re stru c turin g of the 
finanra sector wfll help end 
state meddling as the central 
bank gains independence. 

But given the painful 
restructuring the IMF is 
likely to demand, negotia- 
tions on an IMF package will 
probably be difficult as Kor- 
ean officials try to resist 
what they regard as a loss 


of “economic sovereignty 

Moreover, the IMF’s pro- 
posed $ 20 bn bail-out « not 
expected to rescue Korea, 
estimated to need h further 
«50bn in financial support. 
Contributions will be needed 
Dram Japan and the US 

Officials in Tokyo say it « 
in Japan’s interest to pro- 
vide funds to Korea under 
an IMF package because ot 

the close economic links 
between the two nations. 
But it may prove politically 
difficult to convince the Jap- 
anese public of the need for 

finan cial support to Korea 
when Tokyo must also deal 
with its own non-performing 
loan problems. 

The US must also per- 
suade a possibly reluctant 
US congress to approve fund- 
ing for Korea, although 
Washington can argue that 
Korea is a crucial strategic 
nrvH economic ally In Asia. 

The most immediate 
impact of an IMF package 
wfll be a sharp slowdown in 
Korea's once-buoyant 
growth rate. 

This could temporarily 
affect growth elsewhere. 
Korea last year imported 
$150bn of goods and raw 
materials, with 55 per cent 
iwning from Japan, the US 
and other advanced indus- 
trial nations. 

Korea’s aggressive cam- 
paign of overseas invest- 
ments would be curtailed. 
Although the UK and the ITS 
have been the biggest benefi- 
ciaries of recent Korean 
investment, the greatest 
impact would be felt in 
emerging markets, such as 
Poland. Romania, Uzbeki- 
stan and Vietnam, where 
Korean companies arc 
among the largest foreign 
investors. The withdrawal of 
Korean loans from Indon- 
esia, Brazil. Russia and other 
emerging markets would 
also hurt businesses there. 

But ironically, the eco- 
nomic problems of the two 
Koreas might hasten moves 
towards rapprochement and 
eventual unification. Just 
hours after South Korea 
made its IMF request North 
Korea agreed to historic 
peace talks as it seeks to 
attract foreig n aid. 

Analysts expect the US to 
press the har dline Seoul gov- 
ernment to be more concilia- 
tory to the North as the 
price for financial support 
from Washington. 
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From Professor Philip 
Lawrence and Dr Anders 
Hansson. 

Sir, Your coverage of the 
government's failure to 
agree launch aid far the Air- 
bus A340 500/600 aircraft 
r Airbus project faces Trea- 
sury hold-up”, November 17) 
speaks volumes about the 
UK’s failure to support its 
aerospace industry. The 1992 
bilateral agreement on large 
rivil aircraft funding was a 
victory far the US because it 
set strict and enf orceable 
Hmitg on dinyt public sup- 
port to Europe's commercial 
aircraft industry. 

Conversely, the Emits set 
by the bilateral on indirect 
support to tiie US industry 
are much harder to police , 
anfl are almost certainly 


being broken. For the UK 
not to support the Industry 
up to the celling agreed In 
1992 Is to hand yet another 
competitive advantage to the 
US’s aerospace industry. 

As Michael Skapinker 
points out in his report, the 

ugh plft jiffatr ~hpg iw pUwiKfBM 

far the UK’s role in tbs 
wider European scene. Iu the 
past, UK governments have 
been the least supportive of 
the EU Airbus partners. 
However, one had hoped far 
something better from Tony 
Blair's a«hniniBt rfl tinn- Ac 
British Aerospace negotiates 
fts role in the future Airbus 
stng jfr company. What si gnal 
does this send to the Airbus 
partners? Sadly, a familiar 
nnp of British hesitation and 
lack of decisive leadership 


regarding strategic Indus- 
tries such as aerospace. 

If we want to be successful 
in aerospace manufacturing 
we need the right infrastruc- 
tural and financial frame- 
work for our industry. Strat- 
egy has been off the agenda 
far 18 years; it is time to 
briug ft back before the UK 
succumbs to the role of US 
sub-contractor. 


Hydro safe 
but short 
of people 


Philip Lawrence, 

director. 

Aerospace Research Group, 
University of West of 
England, Bristol, UK 
Anders Hansson, . . 
senior science consultant 
Reaction Engines, 
c/o Frenchay Campus, 
Co ldhar bour Ijwp, 

Bristol BS16 1QY , UK 
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From Lord Wolfson. . 

Sir, I was interested to 
read your article on com- 
pany reports (“Companies 
get point on telling it . 
straight far shareholders”, 
November 17): Annual 
reports are an Important 
source of Information to 
investors and I welcome the 
p rominence given to them to 
the Financial Times. Our 
report, sent out to August 
1997. attempted to deliver a 
clear, well-written descrip- 


tion of our p e r forma nce. 

However, the source of 
your article - The Company 
Report Report - used the 
Great Universal Stores 1996 
annual report fn judge our 
company's performance. Had 
it used the latest year’s 
report it might have reached 
different conclusions- It is ' 
surprising that, with modem 
technology. Its report pub- 
lished to November was 
unable to use information 
available in August 


One of our core skills (and 
yours!) is the effective and 
timely use of information. It 
like The Company Report . 
Report, weused outdated 
information, our sharehold- 
ers would then indeed have 
cause far concern. 


LordWoKson, 

chrii imm. 

Great Universal Stores, 
Leconfield House, 
Curzon Street 
London W1Y 7FL, UK 
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From Mr Matt Brooke. 

Sir, with r ef erence to Mar- 
tin Woolfs column of 
November 18 ("Europe’s real 
insiders”). It is indeed true 
that much of the differing 
employment situation 
between Europe and the US 
Is explained by the very low 
employment rates of women, 
the young, and those above 
prime working age. The pro- 
portion of prime age males is 
roughly equal In the US and 


the EU. Having made this 
observation. It is an over- 
simplification to conclude 
that there is some process of 
exclusion of certain groups, 
to provide safe employment 
for prime age men. 

Observations from a single 
year wffl not suffice far such 
a heroic claim, to actual fact 
in the present upturn 
employment gains for 
women have easily out- 
weighed those for men. This 


is in line with a longer-term 
reduction of the employment 
gap between the sexes. It 
would be usefal to examine 
the gHnaHnm more carefully, 
rather than encouraging 
myths which fit same pre- 
conceived view. 


From Mr Philip Webb. 

Sir, Your recent articles on 
Ontario Hydro, including 
“Ontario plays safe with its 
energy plans" (November 
19), have been accurate to 
what they have covered. 
However, they have empha- 
sised the difficulties with the 
utility’s nuclear plants, leav- 
ing the impression that 
there is something inher- 
ently faulty about the Cana- 
dian technology involved. 

The real reason for the 
sudden safety concerns 
about Pickering and Darling, 
ton came out in testimony 
from the head of the nuclear 
division, Carl Andognini, 
before a special committee of 
the Ontario Legislature on 
October 8 1997. He acknowl- 
edged that capacity had 
dropped from 85 per cent In 
the eariy 290Qs to SO per cent 
at best currently - 80 per 
cent being considered eco- 
nomically successful for a 
reactor. However, he did add 
the principal reason for the 
decline: 75 per cent of the 
problems came from loss of 
qualified staff through lay. 
offs and buy-outs. He said 
that Hydro is trying to 
rebuild staff and has 

approached some of the hun- 
dreds it let go in 1993 . 

There is widespread public 
«ipport in Ontario for a pub- 
liwy-owncd electric utility, 
part of a continuing scepti- 
cism to Canada for the pro- 
Brommes of deregulation 
and privatisation carried out 
to the UK or the US. The size 
of Hydro's debt - caused by 
over building nuclear plants 
- is the real problem. 

Hydro's Infrastructure and 
technology are safe enough 
to serve the province for a 
long time to come. 


Matt Brooke, 

Applies SprL, . _ . 

37, me van Campenhout, 
Brussels. 

Belgium 


Philip Webb, 
centre for urban and 
community st udies , 
University of Toronto, 
Toronto, 
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Japanese brokers 


A way out of 
Asia’s crisis 


South Korea's decision to turn 
to the International Monetary 
Fund and the collapse of Yam- 
al chi Securities In Japan open a 
new and dangerous phase in 
Asia’s economic crisis. Handled 
well, these events could point 
the way to resolving the 
region’s financial difficulties. 
But if the Japanese. Korean and 
international authorities fumble 
them, the consequences for 
world markets will be dire. 

A heavy responsibility rests 
today in Tokyo, where the gov- 
eminent and the Rank of Japan 
are to announce measures to 
ease the shock of Yamaichi's 
closure; and in Vancouver, 
where the Asia-Pacific Eco- 
nomic Co-operation forum Is 
holding its annual summit 

In shoring up confidence, the 
authorities face three difficult 
tasks, all of equal importance. 
First, they need to demonstrate 
now that they have a coherent 
strategy that will allow failing 
companies and banks to go to 
the wall without dragging the 
countries’ entire financial sys- 
tem down with them. 

Free trade 

Second, the governments in 
Tokyo and Seoul must come 
clean about the scale of their 
economic problems and show 
greater understanding than has 
been evident to date of the 
far-reaching policy changes 
required to solve them. 

Third, US and European lead- 
ers Europe must offer unwaver- 
ing support far countries pre- 
pared to make such changes. 
They will have to dig deep to 
provide the funds to support 
International Monetary Fund 
programmes, market reforms 
and economic revival across the 
region. And they must show 
renewed commitment to free 
trade, since Asia's ability to 
export will be central to its 
recovery. 

Of the two immediate prob- 
lems, Korea is if anything the 
more straightforward. Seoul's 
decision to seek IMF assistance 
was inevitable given the Korean 
government’s failure to produce 
convincing reforms. Nonethe- 
less. an IMF programme will be 
contentious at home, and more 
expensive for industrial coun- 
tries than the government’s ini- 
tial request for $2Qbn implies. 
Whether a programme will 
weak is also uncertain: expert- - 
ence in other Asian countries 
that have sought the Fund's 
imprimatur in recent weeks - 
Thailand and Indonesia - is not 
unequivocally encouraging. 

As for Japan, the picture 
remains murkier. The decision 
to let Yamalchi Securities go 
bankrupt is both salutary and 
risky. It will be salutary if It 
and the collapse last week of 
Hokkaido Takushoku Bank 
mark the start of a thought- 
through effort to weed out fail- 
ing banks. It will be dangerous, 
however, if it is not accompan- 


ied by a convincing plan to limit 
the damage to depositors, cus- 
tomers and counter-parties. 

Yamalchi may not be hugely 
significant in itself; but there Is 
a real risk of contagion from its 
collapse. Investors need to be 
persuaded that the authorities 
are prepared to use public 
money on a large scale to main- 
tain confidence in the banking 


system. This will not be politi- 
cally popular, but there is no 
alternative. The trouble is that 
the government's public flip- 
flops last week - accompanied 
by unprecedented swings in the 
stock market - have very 
nearly destroyed confidence 
that it can get a grip. 

Nor will pouring in public 
money itself produce a lasting 
improvement, unless it is 
accompanied by a transforma- 
tion in the transparency and 
regulation of the financial sec 
tor. Yamaichi's final demise, for 
instance, appears to have been 
triggered by the discovery of 
"hidden losses'*. How many 
more Japanese institutions are 
carrying undisclosed holes in 
their balance sheets? How can 
investors and customers deal 
confidently with them while 
they do not know? 

The only people who can ulti- 
mately resolve these issues are 
the men who run the Japanese 
government. But the outside 
world has a responsibility to 
press them urgently to do so. 
This is where the Apec summit 
comes in. President Bill Clinton 
should tell Ryutaro Hashimoto 
Japan's prime minister, in the 
most direct terms that contain- 
ing the regional crisis depends 
crucially on action by Japan. 

Beyond that, the s ummit can 
do three thing s to improve sen- 
timent. First, it should endorse 
last week's Manila agreement 
by finance ministry officials 
that the IMF should take the 
lead in organising country res- 
cues and setting appropriate 
adjustment conditions. 

Second, leaders must confirm 
that regional governments are 
committed to open markets and 
will not use the crisis to delay 
liberalisation. 'In particular, 
they should pledge to ptasue a 
World Trade Organisation 
agreement on financial services 
liberalisation. 

Painful adjustment 

And third, the summit should 
acknowledge the need to sus- 
tain domestic, demand in coun- 
tries which face the most pain- 
ful adjustment in living 
memory. It is not in anyone's 
interest fbr the US to become 
the export dumping ground fbr 
Asian manufacturers who can- 
not sell their products at home. 
Everybody would benefit from 
revival of demand in Asia itself. 

Such an approach will require 
political courage. But dodging 
the issues will not mean they go 
away. It will simply accelerate 
the erosion of confidence. 


The OECD 
bans bribes 


Members of the Organisation 
for Economic Co-operation and 
development have done a good 
ob in a short time, by agreeing 
ast Friday to make it a criminal 
>ffence for their exporters to 
>ffer bribes to foreign public 
iffi rials. The OECD's 29 mem- 
iers plus five other countries 
lave in six months negotiated 
in anti-bribery convention to be 
igned next month, and 
leslgned to enter into force next 
ear. 

In addition to endemic corrup- 
ion in countries like Nigeria, 
totalisation is Increasing the 
lumber of international busi- 
ess deals in which bribes may 
e changing hands- The opening 
f major markets such as China 
nd Russia, where the rules of 
UKiness are often still un clear . 
Iso increases the opportunities 
nd temptations for graft; 
qually, the contraction of the 
rorld arms market, with too 
iawy defence companies chss- 
ig too few orders, is fertile 
round for financial favours. 
What has become obvious 
ver the years is not just the 
loral evil of corruption, but 
Iso its baleful economic conse- 
uences- It can distort trade, 
deallocate resources, and deter 
ireign investors. In this sense, 
jmiption is increasingly seen 
s an impediment to develop- 
lent just like bad roads or poor 
^communications. 

The us had different reasons 
,r badgering its partners into 
Elective action. Having been 
le only OECD country far the. 

20 years with specific legis- 


lation against bribing foreign 
officials, the US convinced itself 
that its companies were losing 
business to less constrained 
competitors. • 

This loss is probably exagger- 
ated. since the US can some- 
times apply its unique political 
and military muscle to push its 
exports. But Washington has 
justifiably carped at some coun- 
tries letting their exporters 
deduct bribes from their taxes 
as a business expense. 

Last year the OECD recom- 
mended that all Its members 
abolish such ♦*»* deductibility. 
But several - notably France. 
and Germany ~ still have not 
done so, arguing that they could 
only do this if bribing foreigners 
was made a crime. Hence, the 
new convention: 

One glaring loophole remains. 
The US has so far failed to per- 
suade its partn er s that political 
parties or their officials' should 
be covered by the bribe ban. 
The US argument that they 
should be Is somewhat ironic, 
given the allegations of Asian 
funding of the Democratic par- 
ty’s 1996 election campaign. But 
the scope of the ban needs 
extending, particularly where in 
one-party states a ruling party 
official is almost bound to bold 
some power. 

In the end, however, the 
OECD convention is only a half 
measure. It cracks down on the 
bribe-givers, not on the bribe- 
takers. Good governance in 
developing. countries is just as 
im po r tan t, but cannot be cre- 
ated by a single convention. 
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Tokyo Stock Exchange floor traders during last Friday's trading session 


After Japan’s bombshell 

Yamaichi's crisis has left the country reeling, but how Tokyo 
handles it will determine the worldwide effect, says Gillian Tett 


I do not think Yamaichi Securities 
toSl fail - it would be too great a 
shock. It could deliver a big blow 
to confidence m the system. 

T hat was a senior Japa- 
nese official speaking 
10 days ago. Today 
Japan faces just this 
"blow*. After Yam- 
aichi fell into a liquidity crisis 
last week, the announcement of 
its liquidation is expected early 
this week. It would be the largest 
single corporate failure in 
Japan's history. 

Within the country, the shock 
is every bit as great as the offi- 
cial warned. “This is like an 
atomic bomb," said Goru Tat- 
surrd, president of the medium- 
sized broker Kosei securities, at 
the weekend. And outside Japan, 
the ripples have already spread: 
on Friday evening, US treasuries 
surged as investors sought 
havens for Investors. 

The crucial question is whether 
the shock could produce - as the. 
official feared - a crisis of confi- 
dence in Japan's financial sys- 
tem. If so, it would dwarf any- 
thing seen in Thailan d or even 
South Korea. Japan is the second 
largest economy in the world. If 
banks and brokers started to 
dose, the Japanese might start 
selling their vast holdings of US 
treasury bonds, with all the 
knock-on effects that would have. 
And there would be a big impact 
an the "real” side of the econ- 
omy, affecting world trade. 

But these frighte n i n g possibili- 
ties depend on the answers to 
two questions. First, is Yamaichi 
a special case, or does it have 
systemic implications? Second, if 
there are wider implications, how 
does Japan cope with them? 

Yamaichi is widely considered 
to be the broker with the worst 


problems among the big four. 
The others - Nomura, Daiwa and 
Nikko - appear far more stable. 
Yamaichi has long been 
rumoured to be holding “hidden" 
losses, that is, “secret" off- 
balance sheet liabilities. The gov- 
ernment has acknowledged this 
to be true. 

Nevertheless, it is obvious that 
Yamaichi is not an isolated case. 
This month two other large 
groups, Sanyo Securities, the 
country’s seventh largest broker, 
and Hokkaido Takushoku, the 
10th largest commercial bank, 
have failed. Over a dozen tiny 
groups have also closed. 

Paradoxically, however, this 
be a cause for some opti- 
mism. As Sei Nakal of the 
finance ministry said last week: 
“Over the last three years nearly 
20 financial institutions have col- 
lapsed in Japan. Was there tur- 
moil? No." 

Indeed, Hokkaido Takushoku’s 
failure actually boosted the mar- 
ket last week: investors hoped 
the authorities were finally 
implementing badly needed 
reform. Yamaichi might have the 
same effect Japan’s financial sys- 
tem is dogged by huge overcapa- 
city precisely because the govern- 
ment has been timid in forcing 
through previous closures. 

So does t hi s mean investors 
should be cheering rather than 
panicking? Perhaps not Yam- 
aichi may not be just one of a 
handful of troubled financial 
groups - something Japan could 
cope with. It is possible the big 
brokers' problems could point to 
wider worries, shared by the 
whole system. 

To understand why, it is neces- 
sary to look at history. The finan- 
cial system created In Japan after 
the second world war had one 


main aim : providing cheap 
finance for the country's post- 
war industrial reconstruction. 
Regulation prevented banks and 
brokers from competing with 
each other. Meanwhile, banks 
were closely tied to their clients 
through cross shareholdings and 
corporate "families''. Yamalchi 
was part of a corporate famil y 
grouped around Fuji Rank 

This meant shareholders of 
banks and brokers never 
demanded western-style business 
performance or disclosure from 
the companies, in exchange, the 
hanks and brokers funded their 
clients, and shareholders, with- 
out applying western-style credit 
controls. 

In recent years there has been 
some pressure far change. The 
crash of the 1980s bubble pro- 
vided one shock. Companies are 
turning to capital markets rather 
than hanks for funding. Foreign 
investors own a growing propor- 
tion of Japanese shares. 

But many elements of the sys- 
tem remained in place. The 
sokaiya scandal is a case in 
point It was known that almost 
every broker was entangled with 
sokaiya corporate racketeers 
rather as it was suspected that 
Yamaichi had hidden losses. But 
until recently it was assumed 
that such “secrets" would never 
be aired in public. 

But this summer, the sokaiya 
tale became fully visible, entangl- 
ing Yamaichi and other brokers. 
Fuji Bank has refused to save 
Yamaichi. The network of loyal- 
ties is unravelling faster than 
many expected. 

The potential implications are 
dramatic. If other banks copy 
Fuji's example and cease support- 
ing traditional partners, it could 
lead to painful knock-on effects: 


the financial system is creaking 
with "bad loans" held between 
traditional allies wbich have 
never been called in. Meanwhile, 
suspicions remain that other 
banks and brokers are also hold- 
ing unrevealed losses. 

The problem is confidence: if 
western banks start to fear the 
entire system is unravelling, 
credit lines will be cut "Yam- 
aichi's problems had no thing to 
do with capital, capital ratios or 
trading losses, but liquidity and 
funding,” says Brian Waterhouse 
of HSBC James CapeL “That is 
what sank Sanyo and Hokkaido 
Takushoku and will eventually 
sink any institution." 

That leads to the second big 
question: what can the Japanese 
government do about this? Next 
year Japan is due to embark on 
“big bang" deregulation that 
aspires to create a modern finan- 
cial market on a par with the 
Anglo-Saxon world. This will 
require a radical change in how 
the financial markets are run. 

To do this, the government is 
trying to implement a controlled 
step-by-step reform - rather like 
Mikhail Gorbachev’s attempts to 
implement a gradual reform of 
Soviet communism in the 1980s. 
But the danger is that tinkering 
with the old system will lead to 
the entire edifice onravelling 
before a new system that could 
inspire investors' trust Is in 
place. 

There are already other possi- 
ble flashpoints. Some smaller 
brokers are in a parlous state. 
Doug Ostrom of the Japan Eco- 
nomic Institute of America, a US 
think-tank, says Nippon Credit 
Bank, Long Term Credit Bank 
and up to three of Japan’s seven 
trust banks could also be vulner- 
able. particularly if stock market 


falls erode their equity holdings. 

Much depends on the reaction 
of the Japanese government For 
as trust in the old system fails, 
the government urgently needs 
to show it can build a new 
market-based system that inves- 
tors can believe in. 

The government's immediate 
priority is to demonstrate it can 
cope with Yamaichi's failure in a 
credible and timely manner. 
Doing this will not be easy: the 
government is entangled in a 
political dilemma about whether 
it can actually use public money 
to resolve the banks' bad debt 
problems. 

B ut clear and trans- 
parent action is cru- 
cial. As Mr Water- 
house says: “If there 
is no strong state- 
ment from the Ministry of 
Finance that steps have been 
taken to ensure market liquidity, 
that all counterparty transac- 
tions will be honoured, that Yam- 
aichi is an isolated case . . . then 
banks around the world may cut 
their credit lines to other Japa- 
nese brokers and banks.” 

If this happens, the implica- 
tions for global markets could be 
more serious than anything seen 
in Thailand or South Korea: the 
closure of more large Japanese 
banks and brokers, for example, 
could lead to them suddenly sell- 
ing their huge holdings of US 
treasury' bonds. 

But this gloomy scenario can 
be averted. If the government is 
able to show it can cope with 
Yamaichi's collapse coherently, 
contagion could be contained. 

Either way, all eyes will be on 
the Bank of Japan and the Minis- 
try of Finance as markets open in 
Europe and the US today. 


Jacques in 
the box 

■•Wffi Jacques deLarosfcre be 
asked to postpone his 
weU-eecmed retirement? The 
68-year-old former IMF and Bank 
-nf Franra rqan ailDOUilCed in 
‘June that be would be stepping 
down as president of the . 

Eore^^ • : ; 

Reconstruction and : 

Development; he isdne todear 
: but of the bank*s London 
headquarters in the new yaar^ 
but the race to replace him looks 
as wide' open as ever. ! 

- With so many European ' 
gn ypr mnmits involved, the 
choice was never going to be 
clear-cut. Now the question has . 
got tangled in borse'tradmg over 
. feho should run the European . 
Central Bank hi Frankfort. 

■ The French have been in 
charge at the EBRD since 1990: 
Paris is also pushing Bank of 
France governor Jean-Claude 
Trfchet to run the ECB. It 
.certainly won't get both jobs. 

1 One possible compromise 
would be to offer Trichet a move 
to London if he doesn’t get the 
top job at the ECB. The question 
is whether Chancellor Helmut 
fiohl would be willing to 
abandon Bonn’s own ambitions: 
Germany's dark-horse candidate 
for the .EBRD is Horst Kohler, 
formerly a top aide to Kohl and 
now head of the (ge rman Savings 


B S E R V E R • 


vm 


Bank Association. 

Mind you, even if Kohl gave 
> the nod to streb a compromise, 
other European countries still 
. haven't decided whether they 

• want a technocrat for the EBRD 
- Oke Trichet, K5hler or French 
civil servant Philippe Lagayette 

a political heavyweight. - 

^Candidates faffing into the 
latter category include former / 

■ - Spanish finance minister Bedro . . 
: Scribes, Italian forefen minister 

• T jmih prtn TUrri — qyftn fat s till 

-bmngtmtedbyimgidEra, though 
he says be Interested - . 
andFMHpp 9 Maystaidt. the 

• highly-regarded Belgian finance 
minister .who sayis he wants to 
retire tu 1999. • 

De Larostere shouldn't start 
packing just. yet . - 


Page turner ' 

■ Books on the Indian economy 
by BimaJ Jalan - who today' : 
takes over as central .bank 
governor - are rapidly vanishing 
from the shelves of Bombay’s t ■ 
bookshops as Investors fry to 
figure out what he stands for. 

jalan 's star ha« w ax ed and 
waned with that erf former 
premier V P Singh. Jalan saved 
under Singh as finance secretary 
in 1989. and his career moved 
sideways- when Singh fell from 
power. But Singh is now an ’ 
elder statesman. His proteges 
are among the leading lights of 
the United Front government • 


- Even so, the appointment of 
the affable Jalan rem ght 
Bombay’s analysts on. the hop. 
He’s little known outside the 
corridors of power in D elhi. The 
•firm natal community might take 
comfort from his cv - several 
finance ministry jobs and a stint 
as India’s man on the 
International Monetary Fund 
board in the mid-1980s. There’s 
also plenty to keep investors 
happy in his books, where he 
makes clear bis impatience with 
India's old-style state socialism. 


Gift wrapped 

:■ Italian business magnates 
have been tearing their hair over 
what to give Enrico Cucda for 
his birthday, The country's most 
Secretiv e and tnfl ypq tinl post 
war banker turns 90 today -but 
the leading light at Mediobanca 
fcraman erf modest tastes. 

Some reckon a book would be 
the perfect gift: perhaps a 
biography of Andre Meyer, 
Cucda's mentor and the father 
figure of Lazard? Ora learned 
tome on French humanism, one 
of Cucda’s pet interests? 

“I suppose toe best thing the 
old man could wish for is a 
triumph in France," suggests 
one leading-banker, referring to 
Afisicuraaoni Generali's 
campaign to acquire AGF, 
Mediobanca is a traditional ally 
of the Trieste insurer - although 
it's also dose to rival bidder 


Allianz. 

Even without bids and deals, 
Cucda's bad a busy few mouths. 
He is said to bave been 
especially disturbed when 
squabbles between Mediobanca's 
reform-minded youngsters and 
the old guard leaked into the 
outside world. Perhaps someone 
should give him a spin doctor. 


Memory lane 

■ The Gipper may be riding into 
the sunset on his California 
ranch, but the Ronald Reagan 
memorial industry is moving 
into full swing. Already the 
emergency medicine centre at 
George Washington University, 
where he was treated alter being 
shot in 198L, has been renamed 
the Ranald Reagan Institute. 

Now Republicans have 
endorsed a move in Congress to 
rename the city’s 
newly-revamped National 
Airport in his honour. The move 
is unlikely to find favour in the 
staunchly Democratic city - and 
would need to be endorsed by 
President Bill Chilton if 
Congress approves. 

But even if the hawkish 
farmer president doesn't find 
immortality at the airport, a 
.fitting floating memorial will 
soon be hoving into view: the 
USS Ronald Reagan, an aircraft 
carrier bristling with weaponry, 
is due to be launched in three 
years time. 


100 years ago 

French Premier Chosen 
Great Britain again heads the 
list as the largest exporter to 
Madagascar. It is. however, 
quite an easy matter to sell 
merchandise, but quite a 
different thing to collect the 
money - a condition of affairs 
which not a few houses are 
experiencing at the present 
time in connection with this 
particular market 

50 years ago 

President Truman's Proposals 
Some Left-wing newspapers 
in this country are in great 
jubilation on account or 
President Truman's rather 
nebulous proposals for 
relmposing some controls in 
the United States. Readers of 
the Socialist press may be led 
to beheve that President 
Truman is taking a leaf out of 
Mr Atlee’s [UK prime 
minister] book and that he 
intends to round up American 
citizens "not gainfully 
employed" and direct them to 
work in places ordained by 
the planners. If President 
Truman had such an intent, 
which be has not, the 
Supreme Court of the United 
States would quickly remind 
him of the freedoms 
enshrined in the bill of rights. 
For Americans have a clearer 
view than we have of the road 
to industrial slavery along 
which the Socialists are 
driving us. 
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UK regulator criticises 
accountancy mergers 


By Jim Kelly, 

Accountancy Correspondent 


Global mergers among the Big 
Six accountancy firms have 
been criticised by the UK's 
most powerful financial watch- 
dog: in a move which Increases 
the chances of the deals being 
blocked by the European Com- 
mission. 

Howard Davies, chairman of 
the new Financial Services 
Authority, told the Financial 
Times be was concerned about 
the implications of the merg- 
ers. which would reduce the 
Big Six firms to the Big Four. 

“More concentration and 
less competition would be wor- 
rying," said Mr Davies. 

Plans to merge Price Water- 
house with Coopers & Lybrand 
and Ernst & Young with 
KPMG will soon be submitted 
to the European Commission 
and competition authorities in 
the US and Japan. 

Critics have argued that the 
increasing reliance of the Big 
Six on fast-growing fee income 
from consulting calls into 
question their ability to appear 
Independent when carrying 
out statutory audits. 


“Regulators have often 
relied on reporting accoun- 
tants and often need to use 
independent accounting advis- 
ers," said Mr Davies. “There is 
already a high degree of con- 
centration In the audit of 
banks and other finnnMai 
institutions." 

It Is understood that Mr 
Davies and other national reg- 
ulators In France, Germany 
and Switzerland wish to signal 
their concerns to the competi- 
tion authorities. 

These are shared by the 
International Organisation of 
Securities Commissions, the 
club of world stock market 
regulators, which Is to scrutin- 
ise the mergers amid worries 
they could undermine auditor 
independence and damage 
shareholder protection. 

Iosco members also fear they 
will lack choice when they 
need to use the big firms to 
police standards and when 
they need their expertise in 
corporate failures and rescues. 
“I share the concerns 
expressed at Iosco by financial 
regulators from around the 
world about the impact of 
increasing audit consolida- 


tion,'’ said Mr Davies. 

Competition authorities are 
expected to start scrutinising 
the plans next week following 
ballots around the world by 
partus's at PW and Coopers - 
the first two firms to announce 
an outline merger. 

Partners are expected to 
back the plans although oppo- 
sition has been expressed 
within Coopers both, in the US 
and UK However, out of the 
first 260 votes cast in the UK 
by Coopers partners, only one 
sought to reject the deal 

At the weekend, UK leaders 
□f the two firms met Mr Davies 
and told him their merger 
would ensure they were able 
to go on providing the services 
and expertise the stock market 
required. They also said they 
were “prepared to sit down 
with regulators” to try to deal 
with any problems caused by 
the mergers. 

Ian Blind] e, senior partner 
of PW. said: "Our merger is 
designed to increase competi- 
tion - we are half the size of 
the biggest players - we are 
trying to put four and six 
together to compete on a level 
playing field." 


Clinton in 
talks at 
Apec forum 

Continued from Page l 


open in spite of the deepening 
financial and economic tur- 
moil in Asia. 

The 18-member forum - 
which includes most of the 
countries Immediately affected 
by the upheaval - said the tur- 
bulence increased the need for 
a forward-looking approach 
that would let the region max- 
imise its longer term growth 
potential. 

At the same time. South 
Korea will attempt to salve its 
battered pride by resisting 
demands by the IMF for tough 
economic reforms that could 
prove to be politically disrup- 
tive just four weeks before a 
presidential election. 

Liza Chang-yuel, the Korean 
finance minister and a former 
IMF official, said he would 
seek the “least stringent” loan 
terms, which are expected to 
include financial liberalisation 
and Industrial restructuring, 
for its 820bn bail-out 

Yog Chong-ha, the Korean 
foreign minister, said in Van- 
couver at the weekend that 
Seoul would not use the sum- 
mit as an opportunity to ask 
other members For assistance 
in supporting the IMF bail-out 

Mr Yoo's comments 
suggested that Korea, the 
world's 11th largest economy, 
did not want to humiliate itself 
further by being seen to beg 
for contributions to the IMF- 
led rescue package. “We are 
not asking members to give us 
any Individual assistance. We 
are asking the IMF to arrange 
thfo assistance," he said. 


Inquiry into Estonia 
ferry disaster blames 
faults in design 


By Tim Burt in Stockholm 


Ship owners could be required 
to modify the bow doors and 
vehicle loading ramps of 
roll-on. roll-off ferries follow- 
ing the international inquiry 
into the 1994 Estonia disaster, 
one of the world's worst 
maritime accidents. 

The inquiry’s final report 
concludes that design faults 
were largely to blame for the 
sinking of the ship, which 
went down with the Ices of 852 
lives after Its bow doors 
sheered off in heavy seas 
between Tallinn, the Estonian 
capital, and Stockholm. 

The report, due next week, 
makes between 16 and 20 
recommendations, ranging 
from ship construction to 
maintenance checks. These are 
thought to include fitting 
watertight bulkheads on the 
vehicle decks of new roll-on. 
roll-off ferries and modifica- 
tions to strengthen existing 
femes. 

Similar recommendations 
were made after the inquiry 
into the sinking of the Herald 
of Free Enterprise off Zee- 
brugge in 1987 with the loss of 
193 lives. 

The 228-page report, to be 
published in Tallinn, discounts 
many of the conspiracy theo- 
ries that have grown up 
around tba Estonia, including 
suggestions that it was sabo- 
taged. And in spite of claims 
that the ship was poorly main- 
tained and sailing too fast on 


the night of the disaster, it 
stops short of blaming the 
ship’s crew or owners. 

“We have not written about 
guilt or who was personally 
responsible,” said a senior 
member of the three-nation 
inquiry team, drawn from Swe- 
den, Finland and Estonia. 
“This has been an investiga- 
tion about how to improve 
safety at sea.” 

Once the report has been for- 
mally presented to the trans- 
port authorities in Sweden, 
Finland and Estonia, the Inter- 
national Maritime Organisa- 
tion will take over responsibil- 
ity for implementing the main 
points. 

The JMO could then draw up 
further recommendations for 
ferry operators. However, it 
can not force its members to 
adopt those standards. 

The investigation has been 
dogged by internal differences, 
which have delayed its comple- 
tion by more than two years. 

Andi Meister, the Estonian 
head of the Inquiry, resigned 
last year, accusing Swedish 
officials of withholding infor- 
mation. This year Olof Farss- 
berg. head of the Swedish aim 
of the investigation, stepped 
down after he admitted lying 
over the existence of a docu- 
ment relating to inspection of 
the ferry's bow doors. 

Another Swedish mem her of 
the accident team resigned 
after complaining that the 
report had played down the 
crew's role in the disaster. 


Kohl calls 
for end to 
dispute on 
Central 
Bank chief 


By Lionel Barber bi Brussels 


Chancellor Helmut Kohl of 
Germany has called for a com-. 

promise in the Franco-Dutch 

dispute over the head of file 
future European Central 
Bank. 

Mr Kohl, speaking after the 
European Union jobs summit 
which in Luxembourg 

on Friday, said he was wor- 
ried that uncertainty over foe 
post could trigger instability 
in f h? ftmmriai markets. 

Efforts to reach a solution 
axe thought to centre on a 
deal which would balance the 
interests of small and large 
countries in appointments to 
the central bank’s executive 
board, which will have up to 
six members. This would mol- 
lify «waiiw countries, such as 
the Netherlands, which are 
worried that they will be 
excluded from the board. 

The principle of propor- 
tional representation and rota- 
tion could also be applied to 
the president’s and vice- 
president's jobs. This could 
help save face for France, 
which put forward Jean- 
dande Trichet as a rival can- 
didate to Wbn Dutsenberg, the 
early favourite and current 
head of the Frankfurt-based 
European Monetary Institute, 
forerunner of the ECB. 

“We have to find a compro- 
mise,” said Mr Kohl, “there 
can be no victors and van- 
quished.” 

The search for a solution 
has become entangled in the 
hunt for a successor to Jac- 
ques de Larosifcre, French 
head of the London-based 
European Bank for Recon- 
struction and Development: 

The French guvna nmemt bag 
ri grinned it wants oom peasa r 
tion for giving up the EBRD 
job. However, Ger many is also 
interested in the EBRD post 
became of the bank’s strategic 
role in central and eastern 
Europe. The Bonn g o ver nm ent 
also believes Germany is 
under-represented in top. inter- 
national jobs. 

The prospect of Franco- 
German horse trading over 
the to p posts at the ECB and 
EBRD has unnerved other EU 
countries J^jain la said to be 
pushing Pedro Solbes, the for- 
mer finance minister. Lam- 
berts Dlnl, the Italian foreign 
minister, Is also Interested. 

There is now a risk of a 
vacancy at the top of the 
EBRD because Mr de Laro- 
si&re. a former head of the 
International Monetary Fund, 
is due to step down, next 
mouth. 

Yd the EU is likely to reach 
agreement on the ECB job 
only in May 1998, when gov- 
ernments decide which coun- 
tries meet the entry criteria 
for economic and monetary 
nnioiL 
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FT WEATHER GUIDE 


Europe today 


Most of Scandinavia win be cold 
and wirrtwy with snow showers but 
Denmark wffl be mainly dry. 

Central and eastern Europe will be 
cold with a lot of cloud and some 
light flurries of sleet or snow. There 
wSI also be patches at freezing fog 
which may be slow to dear in taw- 
lyfnQ areas. 

North-west Europe will be mild but 
Atlantic fronts will bring wind and 
rain to western France and parts of 
the British Isles. 

Much or the Mediterranean will be 
unsettled with spells of rain. 
Western Spain and Portugal are at 
risk from local flooding. 


Fhra day forecast 

Tim centre! and western 
Mediterranean will remain unsettled. 
Italy wffl be very wet later in the 
week. 

North-west Europe wilt be mild but 
windy and changeable. North-east 
Europe wffl stay wlntery but central 
Europe should become warmer. 



TODAY’S 


Sttustkxi ar mhsaoy. Tampmtuna maximum for Oay. Forecasts tty PA WtatoarCarWra 


Abu Dhabi 
Accra 
Alglsra 
Amsterdam 
Athens 
Atlanta 
B. Aim 
B.ham - 


Barcelona 


Maximum 

Bafllng 

FWr 10 

CenBf 

Rain 10 

Frankfurt 

Cloudy 4 

Madrid 

Shower 10' 

Rangoon 

Fair 31 

Cefsfue 

sow 

fla/nll 

Casablanca 

Shower 20 

Genava 

Cloudy 6 

Mnfarca 

Cloudy IS. 

Rayftjavfc 

firir 7 

Sun 23 

Belgrade 

Cloudy 9 

Chicago 

Sun 1 

Gfcrtftsr 

Thunder IB 

Malta 

• Sun 10 

Rio 

Fair 26 

Sun 32 

Berlin 

Cloudy 0 

Cologne 

Far 5 

Glasgow 

Rah 0 

Manchester 

Rah 0 

Rome 

FSIr 17 

Sun 20 

Bermuda 

Thunder 2S 

Dakar 

Sun 29 

Hamburg 

Cloudy 3 

Mania 

Fair 28 

& Freco 

Shower 15 

Cloudy 5 

Bogota 

Thunder 20 

DaSas 

Fair 17 

Helsinki 

Snow 2 

Mabbume 

Mr 24 

Seoul 

Rairll 

Showw 18 

Bombay 

Fair 33 

Dew 

Far 26 

Hong Kong Thundar25 

Mexico C8y 

Cloudy 24 

Singapore 

Thunder 31 

Sun 15 

Brussels 

Fair 6 

Dubai 

Sun 27 

Honolulu 

ft* 27 

Miami 

Fair 26 

Stockholm 

Snow 2 

Sun 23 

Budapest 

Rain 4 

DuMn 

Rain 11 

Istanbul 

Fair 15 

Mian 

Fair 11 

■ Strasbourg 

Fair 4 

Rain 9 

CJagan 

Cloudy 4 

Dubrovnik 

Fair IS 

Jakarta 

Shower 32 

Montreal 

Snow -4 

Sydney 

Thunder 23 

Fair 35 

Cairo 

Sun 25 

Edinburgh 

Cloudy 10 

Jersey 

Rah 12 

Moscow 

Cloudy 1 
Faff 3 
Fair 22 

Tangier 

Tel Aviv ■ 
Trig® 

Thunder 19 

Cloudy 15 

Caracas 

Fair 30 

Faro 

Shower 10 

Johann rat* irg Sun 25 
Karachi Ctaudy29 

Munich 

Nairobi 

Fok 25 

Fair 17 



Frankfurt. 

Your hub to the heart of Europe. 

© 

Lufthansa 


Kuwait 
L Angeles 
Las Palmas 
Urn 
Lisbon 

London 

LuxJMurg 

Lyon 

Madeira 


Fair 22 
Fair 25 
Fair 24 
Thunder 16 
Shower 0 
Fair 3 
Fair 0 
Fair 21 


Naples 

Nassau 

Now York 

Mce 

ruGOsM 

Oslo 

Paris 

Penh . 

Piragua 


■ Far 19 
Cloudy 28 
Mr 3 
Suite 
Fair 22 
Snow 0 
Goody 5 
fair 24 
Cloudy Q 


Toronto 

Vancouver 

Venice 

Wanna 

Warsaw 

Washington 

Wadngun 

Winnipeg 

Zurich 


Cloudy -2 
Shower 6 
FaJrll 
Rain 2 
abet 0 
Hr 2 
Fair IT 
Fair -1 
Fair 4 


The crista at Y amairiri has SWUBg 
the spotlight an to the Japanese 
government and its willingness to 
act to stahfltae foe country’s bank- 
ing system. Confirmation that the 
Bank of Japan will extend ‘un- 
secured loans to protect Yamaidn’s 
clients would' be' a welcome first 
step. Bat there is just as pressing a 
need to reassure foreign banks that 
sufficient liquidity will be supplied 
to ease problems in foe tnter-btak- 
ing market Without this, the sap- 
ping of confidence could .spread 
through the Japanese ffnanrfai sys- 
tem. 

For this reason it is also impor- 
tant that a clear picture emerges of 
Yamaldti’s financial state. Reports 
of hidden losses create the impres- 
sion that a black h hta If it 

does; the sooner it is quantified foe 
better. And the authorities will also 
have to tackle the question of 
whether other henfce have similar 
problems. 

This brings the issue back to the 
government and its handling of the 
system. While it has at last done 
the right thing by allowing the very 
weakest to go to foe wall, the 
trlcker part lies in supporting the 
imn*h larger number that are sim- 
ply in difficulty - and in deciding 
how to draw foe fine between the 
two. 

The virtue of presenting Itself 
unambiguously as foe lender of last 
resort would be that external pres- 
sure should ease on those that .can 
and should be saved. It will, of 
course, have to convince suspicious 
taxpayers that such support will 
not necessarily end up as a big give- 
away.' This would be easier if the 
not-so-weak institutions took Ann 
action to put their own businesses 
an a healthier footing. 



THE LEX 'COLUMN 


Waiting for Tokyo 


Union G<mk of Swrizerinncf 


Shore price rafetfus to the Datwtroam 
BaopeanBantat Index 
MS- ’ 
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nity to massage down expectations. 
' But as ever, unilateral action will 
be doomed. As ace investor Warren 
Buffett learned the bard way when 
he tried to introduce fairer compen- 
hhLUhi at Salomon, traders who ore 
. offered mare money elsewhere will 
take it, however irrational the pay 
structure. 

This problem for Wall Street firms 
Is that pay is not strictly perfor- 
mance-related, although they pre- 
tend otherwise. Compensation costs 
at Talmum Brothers, for example, 
run at around 50 par cent af net 
revenues - afrniiBr to much more 
profitable firms such as Merrill 
Lynch Bear Stearns. If Lehman, 
wants to keep good people, a diffi- 
cult task at a firm perceived as a 
takeover target, it has to pay com- 
petitive rates. And in a bear mar- 
ket, the sector’s inherent difficulty 
in keeping remuneration costs 
under control would aggravate the 
squeeze an profits. - 


mending Its ways. Slo*rfy. 

igthfl operative word. Mathis 

Cabiallavetta. president. Wjji« 
fc, ***T7~ f v r n Kill- he is no revolution* 

ST Hence the dlsapp ofoting ^hure 
Mattock costs more aggressively to 
its kSwwddng domestic retail bud- 
2£T!E£i c objective > erfad* 
taring an 83 per 

ratioby 2000 looks incredibly feeble. 

In this respect, of course, UBSte 
not that different from its competi- 
tors. And in the current laarKotcll- 
mSte.it looks increasingly go«d 
value. Not only Is a price/ewnlnga 
ratio 25 per cent below that Of 
Credit Suisse excessive, but foe 
business mix is arguably more 

^wjth ^flnan cial markets increas- 
ingly unsettled. UBS’s low reliance 
on trading revenues makes it a 
safer bet than its rivals. 


US bonuses 


The mood on Wall Street is ..tamer 
t han ever arid volatile markets are 
not the reason. If a much more seri- 
ous: the annual bonus season is 
about to start Wall Street bonuses, 
after i 10 timns basic salaries, are 
again likely to hit new records - no 
surprise, since firms are reporting 
record profits. The more intriguing 
question Is whether the pace of 
increase, as much as 50 per cent 
last year, will be maintained. In 
some areas it wilL Mergers and 
acquisitions specialists, after a 
bumper year, wifi enjoy unfomka- 
bly large rewards. Elsewhere mar- 
ket turmoil has dented profits, 
particularly .from emerging 
markets, giving firms an oppartu- 


UBS 

1997 has been an annus horribUis 
for Union Bank of Switzerland, hi 
purely banking terms, it has 
appeared foe clumsy poor relation 
of its main competitors. Credit Sui- 
sse and Swiss Bank Corporation. 
Worse, it has suffered grievous 
damage to its reputation through. 
mjahanUKrtg foe sensitive issue af 
holocaust victims’ dormant bank 
accounts- A long-nuining legal dis- 
pute with its main shareholder has 
made matters worse stilL But Is the 
tide turning? 

There were some encouraging 
signs in foe autumn statement: the 
IS per cent return on equity exceeds 
the previous target of 12 per cent 
set for 1999, and (doses much of the 
gap an its competitors. Its greater 
commitment to transparency also 
suggests the company is slowly 


German pensions 

Are the days of corporate Ger- 
many's gargantuan untended pen- 
sion liabilities drawing to a close? 
Probably not But recent calls from 
Goman business leaders, such as 
Commerzbank chairman Martin 
Kollhausen, to have Anglo-Saxon- 
style pension tends put on the same 
If ifp ii footing as other forms of cor- 
porate retirement provision should 
be heeded. With such funds free 
from suffocating investment restric- 
tions, they would probably outper- 
form the inefficient schemes that 
companies currently operate. 

In time, the outperformance of 
Anglo-Saxon-style funds might raise 
the question of whether pension 
reserves should be on- or off-bal- 
ance sheet Most companies prefer 
to keep fbffrn on-balance sheet so 
they can be exploited as cheap 
money to be used for investment in 
the business. This amounts, in 
effect, to a subsidy to German com- 
panies for employing highly paid 
German workers. It also exposes 
employees to the risk that when the 
company goes bust, creditors with a 
superior rfaim on its assets might 
get to the nest egg first 

With pensions off-balance sheet, 
companies would have .to make 
«nmml «wh charges to meet cur- 
rent liabilities and fund future ones. 
Finding would instil foe real 
discipline of debt that is absent 
under the current system. Further- 
more, foe deeper capital markets 
that pension tends promote would 
help companies fund their 
long-term investment needs. And 
this would create jobs without dis- 
tort! ve subsidies. 



As car engines become qtdecei; drivers arc inacasingjjr aware ofvikaikm and unwanted noises within their vehicles a problem 
toocefoowa by today’s tighter body work Bundy and PbTymcr Engineering are providing some solutions. 

Vibration travds down the rigid tubingta traditional ABS systems. Substituting Bundy’s flctibfe Titeflex brake hose stops this 
transmission and also allows the ABS to be fixed on vforarioorahsa*^ 

appropriate interference frequency counters unwanted resonance in exhaust systems, gear bases and finrwuils 
These calming innovations la drivers enjoy the sound of silence. 

Bundy and Polymer Engineering arc two oETI Group's four spedabsed engineering businesses, the others bring John Crane 

andDowty oik s a techtmlogical and maikn: leader fo i ts fifki 'fijgeiber, rfidr^ecialist skills enable 

H Group to get the critical answers right fours customers. WbHdwide. 
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INSIDE 


Aceralia readies 
itself for sale 

Aceralia is the new name for what remains of 
Spain’s reorganised, integrated steel industry. 
Applications open today for shares in the com- 
pany, which recently Joined Arbed of Luxem- 
bourg to form one of Europe’s largest steel-prod- 
ucing groups. But privatisation is being hurried 
through against trade union l eftwi ng oppo- 
sition. Page 23 

GLOBAL INVESTOR 
US investors turn isolationist 

To judge by the behaviour of US share prices, 
American investors have turned inward just . 
when they should be most alert to the dangers 
stalling tiie international fmanMat markets. 
Page 24 

EMERGING MARKETS 

East Asia may have to swallow its prkla 

Oyer-investment by Asian companies has raised 

the spectre of price wars as manufacturers . 
struggle to raise foreign currency to service 
mainly dollar-denominated liabilities. There is 
still little enthusias m In the region for the IMF’s 

harsh economic medicine, but the severity of 
the financial crisis may force Asian leaders to 
embrace new thinking. Page 27 ... 

COMMODITIES 

Natural rubber traders look to Bangkok 

Natural robber traders are nervously anticipat- 
ing a meeting hi Bangkok tomorrow at which 
Thailand’s government rubber stocks may 
finally come under the hammer — further 
depressing an ailing world market. The Thai 
government bought some 122^000 formes of natu- 
ral rubber to guarantee a stable price to the 
country's many small producers. Page 26 

CURRENCIES 

Dollar set to reverse D-Mark losses 

The US dollar looks likely to reverse same of its 
recent losses against the D-Mark. Fund manag- 
ers are said to be underweight in US dollar post 
Hons and EU members have hinted that the 
European economic and monetary union inter- 
est rate may converge around an average of the 
“core" countries, such as France, Hollan d and 
Germany, rather than including the higher - 
Interest rates of Italy and Spain. Page 26 

INTERNATIONAL EOUTTES 
Move to tighter syndication fees 

In this year’s flood of global privatisations, the 
scale of retail demand stood out, guaranteeing 
the success of the big telecommunications 
issues in particular. But two other trends ware 
highlig hted — to w a r ds, tighter foes and smaller 
banking syndicates. Page 24 

MARKETS THIS WEEK . * 

Newtek- 

With traders forecasting low volumes this week 
because of the Thanksgiving holiday, US Trea- 
sury bonds look likely to continue benefiting : 
from ongoing conoarns about Asian markets. 
Page 26 

Frankfurt 

Events in Asia will continue to exercise apow- 
erftd influence' this week. However, ^ some trad- 
era are less pessimistic about the hed: future 
now shares have begun rising again after the 
initial impact from Asia. 

Page 26 

London 

London’s preoccupation with events overseas, . 
notably the far east, will remain key to the mar- 
ket's peifonnahce, but the -emphasis should 
switch back to the UKan Tuesday when the 
Treasury's “Great Budget”,' is announced to Par- 
liament by the British .finance minister. Page 26 

Ft GUIDE TO THE WEEK 
- full listings Page 38 

GRIME LESSON 
The Keidanren. the 
Japanese Federation of 
Economic Organisat- 
ions, has invited a 
national police agency 
official gpAntaTtefn g In 
organised crime to 
teach the cream of 
Japan's industry 
leaders how to deal with sokaiya, or corporate . . 
racketeers, on Thursday. SeveralcWef- ' 
executives have been arrested for making 



payments to sokaiua. r 

BUDGET PLANS . 

On Tuesday, Gordon Brown, Britain’s - 
chancellor of the exchequer, will unveil his . 
Green Budget a pre-Budget report outlining 
plans for UK fiscal policy. v 
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Generali plans war chest for AGF bid 

Italian insurer also leaves door open for deal with Allianz 


By Paul Bette In Milan 
and Andrew Jack in Paris 

Assicurazioni Generali, Italy’s 
largest insurer, plans to create 
a. war chest of more than 
L20,000bn (SlJ.8bn) to 
strengthen its -in its 

takeover battle for France's 
AGF against Allianz of Ger- 
many. ■ 

But the group also appears 
to have left the door open to a 
possible deal with Allianz, 
which would see the Italian 
insurer acquire control of. 
AMB, Germany's second larg- 
est insurer, in exchange for 
aTlm pfw g 1 Alliarwr to lain* over 

AGF. 

Allianz has already indicated 
it would be prepared to shed 
its 5 per cent stake in AMB. 


Antoine Jeancourt-Galignani, 
Chairman of AGF, suggested at 
the weekend that the French 
company would be willing to 
dispose of its 33 per cent stake 
in AMB. 

The Generali board decided 
cm Saturday to. seek share- 
holder approval on January 10 
for the issue of up to 300m new 
shares. With Generali shares 
trading recently at about 
L39.000, analysts said this 
could enable it to. raise 

L7,000bn or more. 

The insurer will also seek 
approval to raise . up to 
L3£00bn of debenture loans. In 
the event of an alknit contest 
against Allianz, Generali's 


resources would he further 
increased by L4,000bn in avail- 
able resources as well as hank 
borrowings. 

Generali bad been widely 
expected to top its FFr300 ($52) 
a share hostile bid for AGF to 
counter Allianz’s FFr320 a 
share friendly bid for 51 per 
cent of the French company. 
However, the Italian group 
pre fer red to wait and see. 

Generali and. Allianz are 
awaiting clearance from the 
French authorities for their 
respective bids. Generali felt 
there was no need to raise its 
offer until it received the 
go-ahead for its original offer. 

The Italian company’s latest 


move was applauded by ana- 
lysts because Generali con- 
firmed Its intentions to 
strengthen Its position in 
Europe through what it called 
“weighty acquisitions". By 
playing for time, the Italian 

group could also put pressure 
on the French government to 
look more favourably on the 
Italian bid. 

The French government 
appears to be increasingly 
embarrassed by the impression 
that it has adopted a pro- 
German approach to the AGF 
takeover battle. 

On Friday, an influential- 
French senator stoked the 
debate with a written question 


arguing that the ruling Social- 
ist government may not be 
neutral. Philippe Marini, 
centre-right head of the Senate 
finance commission, suggested 
the government had delayed 
the Generali bid to give AGF 
time to arrange the friendly 
Allianz counter-bid. 

His comments follow con- 
cern raised by leading French 
politicians, including Laurent 
Fabius, the Socialist leader of 
the National Assembly, and 
Edouard BaHadnr, the former 
gauHist prime minister, about 
French companies falling in 
foreign hands. But the French 
finance ministry insisted it 
had been “totally impartial” 


and that the Allianz counter- 
bid would not have been ham- 
pered even if approval of the 
Generali bid bad been granted 
more quickly. 

There have been growing 
signs that Generali and Allianz 
are anxious to avoid a bruising 
battle which could have 
broader repercussions on their 
common network of finan cial 
and banking alliances. 

Both are closely tied to 
Mediobanca, the Milan invest- 
ment bank that helped orches- 
trate the Generali bid for AGF. 
Before the board meeting. Ant- 
oine Bern helm, Generali’s 
chairman and senior Lazard 
partner, met Enrico Cuccla. 90- 
year-old bead of Mediobanca, 
presumably to discuss the lat- 
est strategic moves over AGF. 


Mutually-owned Borussia Dortmund to be a shareholding company 


German soccer 
club set for 
public offering 


By Graham Bowfey 
in Frankfurt 

European soccer champions 
Borussia Dortmund yesterday 
took a step towards becoming 
the first German football dub 
to float its shares, when mem- 
bers agreed to transform the 
mutually owned club Into a 
shareholding company. 

The decision paves the way 
for Borussia to adopt a man- 
agement structure with a 
board of directors and a non- 
executive supervisory board. 
Without such a step, German 
football clubs are hot allowed 
to seek a share listing. 

Gerd Niebaum, president, 
wonagreement after ^ypte at 
tha club’s members’ 

meeting in Dortmund. 

The move ista sign of Ger- 
man dubs’ ambitions to catch 
np financially with countries 
such as the UK where several 
clubs are already listed on tire 
stock exchange. It is. also evi- 
dence of the spreading popu- 
larity of a share-owning cul- 
ture in Germany. 

“We are tiie first German 
club to do this but others; will 
follow," said Josef Schneck, 
Dortmund spokesman. 

As one of Germany's biggest 
and best supported clubs, 
Borussia could prove a tasty 
prospect for investors. 

It boasts some of Germany's 
best players, including Mat- 


thias Sammer, the stalwart 
defender who played an impor- 
tant role In the German 
national team’s success in last 
year’s European champion- 
ships. Borussia won the Euro- 
pean champions cup in May 
bat has had a mixed, start to 
this season. The club currently 
stands eighth in Germany’s 
top division. 

Borussia said it would 
chang e to a shareholding com- 
pany late next year cg.in. 1999, . 
after the German football asso- 
ciation, the DEB, had given its 
expected goahead. 

The DFB has been cautious 
about changing its rules over 
fears of wideui%: the wealth 
gap between rich and. poor 
clubs, which it worms could 
split German football 

But there has been growing 
pressure from big teams such 
as Borussia and Bayern 
Munich, the current .German 
champions, and the DFB is 
expected to agree to the 
chang ip nag* autumn. 

Unlike in Britain, German 
soccer clubs are owned by 
their members - typically the 
tens of thrYH°audg of farm that 
support the team. Under the 
model being discussed, clubs 
would be allowed to float only 
up to 49 per cent of their 
shar es to A ti wiim that the mem- 
bers’ association retained 
majority control of the team. 

Many German tpamw are as 



Matthias Sammer, German international defender, is one of 
Borussia Dortmund’s most valuable assets Plcuv Empks 


sophistica te d financially as the 
biggest clubs in Italy and 
Britain with lucrative sponsor- 
ships and television deals. 

- But German dubs complain 
the present management sys- 
tem — which is based around a 
single president and his staff - 
is out of date and no longer 
appropriate for a modern, pro- 
fessional football team with 
international ambitions. 


They say they need a proper 
management board to exploit 
commercial opportunities. 
They also need access to stock 
exchange financing to compete 
in the transfer market for the 
best players. 

Bayern M unich is pushing 
fra- a share sale to raise funds 
to build a stadium. This would 
replace its existing ground 
owned by city authorities. 


Finnish yankee 
bond kick-starts 
sluggish markets 


By Edward Luce in London 

Finland’s UPM Kymmene, the 
world’s largest magazine- 
paper producer, has kicked 
bond markets into life with 
the first large corporate bond 
offering since markets went 
Into hibernation last month. 

New York bankers called 
the market’s response to the 
5600m bond offering - the 
largest yet issued by a Finnish 
company- “overwhelming". 

“This confounds the worst 
fears of the pessimists," said 
one banker. “The interna- 
tional bond market is not shut 
for the next six months. It is 
already coming back to life." 

The. deal was doubled from 
its initial 5300m because of 
strong demand from US pen- 
sion and insurance, funds. It 
was thejargest yankee bond -r 
a bond issued by an interna- 
tional borrower in the US mar- 
ket - since October. Both the 
eurobond and the yankee bond 
markets effectively closed 
down during the turbulent 
days of late October, apart 
from a few offerings by high- 
quality borrowers such as the 
World Bank and the European 
Investment B ank . 

Investment bankers had 
feared that big losses incurred 
by institutional and retail 
investors during the market 
crisis would keep mainstream 
borrowers from the market 
until 1998 at the earliest. 

Confirmation of a revival in 
investor sentiment was also 
echoed in Europe at Che week- 
end where Colt Telecom, a UK- 


based telephone company, 
launched the first European 
junk bond since September. A 
junk bond is one issued by a 
company with a rating below 
investment grade BAA (for 
Moody's) or BBB (for Standard 
& Poor's). 

“This is a strong demonstra- 
tion that the international 
bond and equity markets have 
now decoupled from market 
movements in Asia,” said an 
official at Morgan Stanley, 
which lead-managed the Colt 
Telecom bond. 

Like the UPM Kymmene 
bond, which was split into 
tranches of 10-year and 30- 
year maturities, the Colt Tele- 
com offering was sold oat 
soon after its 

Bond analysts say the 
revival in sentiment has been 
driven by a surge in funds. 
AMG, a US market monitor, 
recorded 5517m net inflow of 
new money into US high-yield 
funds last week and $854m the 
previous week. This is np 
from almost negligible levels 
in late October. 

Although the US high-yield 
market is distinct from the 
International bond markets, 
the flows are Indicative of 
much broader liquidity .“Inter- 
est rates are still low in most 
advanced economies and 
therefore fund managers are 
looking beyond their own gov- 
ernment bond markets for 
decent returns on their invest- 
ments," said one bond analyst 
in London. 

Markets, Page 27 


Anglo American may unite 
operations in single group 


By Gary Mead hi London 

Anglo American Corporation, 
Sooth Africa's and the world's 
biggest gold producer, may 
announce tomorrow a restruct- 
uring to unite all its gold min- 
ing operations and assets Into 
a single company, with shares 
traded in London. Johannes- 
burg and elsewhere. 

Senior officials, of Azxgdo yes- 
terday declined to' comment on 
a spate of recent market 
rumours concerning the move, 
which could result in the 
emergence of a single group 
valued at about £2.5bn 
(mbn). 

However, Anglo is due to 
announce - tomorrow its 
Trriwhw results, and some ana- 
lysts expect it to use the oppor- 
tunity to air the results of a 


recently undertaken large- 
scale internal review. 

If Anglo did end separate 
share quotations and adminis- 
tration for its individual min- 
ing operations, the move 
would mark a radical depar- 
ture from a century-old tradi- 
tion in which the group main- 
tained a clear distinction 
between, its role as a mining 
firw>wr» house and that of a 
mine operator. 

Anglo’s main gold mine 
holdings include direct owner- 
ship of 32.5 per cent of Vaal 
Keefe, 36A per cent of Western 
Deep levels, 45 per cent of 
Eastvaal, 52.2 per cent of 
Elandsrand, ^ 20 per ewt of 
SouthvaaL 

There has been a precedent 
for such a restractarmgwithin 
the Anglo American group. 


Amplats, thp pla tinum subsid- 
iary of Anglo, recently under- 
went an internal reform which 
merged the group’s four listed 
platinum Twines into a single 
investment vehicle. 

A further impetus to the pos- 
sible reshaping of Anglo's gold 
mining operations might be 
this year's slump in the price 
of bullion, down by more than 
17 per cent, to 5303A an ounce 
by last Friday afternoon's Lon- 
don “fix". 

The collapsed price of gold - 
and some analysts’ forecasts 
that It will trade at an average 
5300 an ounce in 1998 - means 
that some 50 per cent of the 
world's gold mines are 
currently unprofitable, concen- 
trating the minds of everyone 

in the business on finding 
economies wherever possible. 


Dutch NIB closes broking unit 
after money laundering scandal 


By Gordon Cramb 
in Amst er d a m 


The Dutch state-controlled 
National Investment Bank is 
to wind qp MB Securities, its 
stockbrokhig subsidiary, after 
the unit became implicated in 

a enandal 'fiirrrn rmdfng ' uTlag o d 

insider trading and money 
laundering ou the Amsterdam 
bourse. 

NIB, in which the govern- 
ment owns 503 per cent, wffl 
from today operate as broker 
in the financial 'markets. It wfil 




take on. most of .the *45 staff 
from the securities finn, which 
it bought to stages in 1988-91 
for a sum reported -to be- at 

least FI 60m ($3CL&n);- • • 

Dick Visser, one of four 

\ 


directors, will not be among 
those transferred. He has 
stepped aside after becoming 
the latest to be questioned in. 
the affair. 

NIB is the second Dutch 
bank in a week to assart cen- 
tralised control at a stockbrok- 
ing offshoot as the month-old 
investigation by justice and 
tax officials widens its net. 
Last Monday, Friesland Bank, 
based in Leeuwarden, 
increased its- ownership of 
Bank Bangert Ptmtier to 80 per 
cent from 60 par cent after the 
board - of the Amsterdam 
investment lank resigned. 

Bangert Pontier, which will 
ehan gp its name to Friesland 
Bank Securities, reached an 
out-of-court settlement with 


prosecutors after coming 
under scrutiny on the ade- 
quacy of its controls. This cen- 
tred on large-scale cash trans- 
actions alleged to have been 
made by a client, Eddie Swaab. 

In October, the UK's Serious 
Fraud Office raided the offices 
of Mr Swaab's Financial Trad- 
ing and Consultancy, a UK 
registered stockbroker as part 
of a coordinated operation 
with Dutch officials. MB Secu- 
rities and the bourse were 
among five Amsterdam loca- 
tions searched. 

Neither Mr Visser nor Mr 
Swaab is bring held. Among 
five remanded in custody in 
the Netherlands is Adri Strat- 
ing, whose Strafing Effecten 
was bought by NIB. 
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COMPANIES AND FINANCE 


Dow Jones under fire for DJIA levy 


By Nicholas Denton' - 
in San Francisco ■ 

Dow -Jon#s, the financial 
information group, is under 
attack after it said-.it would 
start to levy monthly fees for 
online access to the Dow 
Jones Industrial Average. 

The Financial Information 
Forum, a group backed, by 
stockbrofozig firms and mar- 
ket data distributors has 
called on the Securities and 


if 

Exchange Commission to 
review the status of the 
Average. : 

Market data vendors and 
users are reacting to a draft 
contract distributed last 
week in which Dow Jones 
outlined new charges for use 
of the I Ol-year-old Average, 
a relatively simple measure 
of the prices of 30 leading 
stocks- 

Vendors such as 
Quote.com have used the 


internet to. cut the cost of 
delivering /financial informa- 
tion to cukomers, leading to 
a broadening of demand. 

The contract from Dow 
Jones/ which, formerly 
charged for use only if a cus- 
tomer did not subscribe to 
Its online news service, said 
it Intended to charge a 
monthly $i per user for live 
access to the DJIA and other 
benchmarks. 

Other organisations such 


as FTSE International, a 
joint venture between the 
Financial Times and the 
London Stock Exchange 
which manages the leading 
measure of the UK market 
also charge for real-time 
information. 

Where Dow Jones breaks 
new ground is in indicating 
that delayed access to the 
indices, which has until now- 
been almost universally free, 
will cost on-line financial 


information -providers 25 
cents per user per month. 

David Moran, president of 
Dow Jones Indexes, said the 
charges were designed 
merely to finance the accu- 
rate ral^lfttinn and distribu- 
tion of a benchmark which 
has become more important 
since the Chicago Board of 
Trade began trading deriva- 
tives based on it 

In itself, the financial 
implications of Dow Jones' 


move afe not significant: 
there are 300400.000 users of 

the real-time index, which 
would generate a revenue 
stream for the -company -of 
about $4m a year. 

But Tom Jordan, executive 
director of the FIF, said: "It 
could impact* the way the 
whole market works, if Dow 
Jones can get away with 
this, other people such, as 
Standard & Poor’s and Rus- 
sell may not be for behind.” 


OBITUARY: HAROLD GENEEN 


Conglomerate’s creator who outlived ITT 


Harold Geneen, who has 
died aged 87, created a new 
style of corporate manage- 
ment Joining the board of 
International Telephone and 
Telegraph in 1959, he turned 
it from a loose collection of 
overseas telephone systems 
and production companies 
Into what was for a time the 
world's biggest and most 
successful conglomerate. 

ITT became the model for 
a string of imitators who 
believed that diversification 
brought strength, by ironing 
out the business cycle: that 
successful managers could 
run anything; that by issu- 
ing highly priced shares to 
acquire new businesses, 
earnings grovgh could prac- 
tically be guaranteed. 

Geneen developed a sys- 
tem of powerful central con- 
trols built round a rigorous 
series of financial ratios, 
through which he imposed 
his will on every aspect of 
the business. Information 
flowed direct to the central 
staff from every profit centre 
in the world: annual budgets 
and business plans, monthly 
operating reports. Through 
his extraordinary eye for 
detail and capacity for work. 
Geneen forced his managers 
to meeftheh? budget commit- 
ments - or face the terrors 
of a task force dispatched 
from the central staff. 

The model worked. For 
year after year. ITT reported 
steadily growing earnings 
per share. But there was a 
darker side to the story. In a 


devastating attack' Ln his 
book "The Sovereign State”, 
Anthony Sampson wrote: "I 
had the powerful impression 
that here was a company 
that was accountable to no 
nation, anywhere: and held 
together and inspired by one 
man, against whom no one 
cared to argue.” 

ITT contributed to - and 
was affected by - the anti- 
business mood which devel- 
oped in the US during the 
Vietnam era. It was accused 
of attempts to curry favour 
with the Nixon administra- 
tion on merger decisions, of 
offering bribes as a regular 
part of its business practice, 
anti - perhaps most damag- 
ing ol ail - ol attempting 
with the Central Intelligence 
Agency to undermine the 
Allende government in 
Chile, where ITT controlled 
a substantial business. 

A proposed merger with 
ABC was blocked in 1966 by 
the Justice Department, and 
ITT only overcame anti-trust 
objections to the acquisition 
of the Hartford Insurance 
Company in 1971 by agreeing 
to sell off other assets and to 
limi t future US takeovers. 

Geneen foiled to provide 
an orderly succession. Crip- 
pled by high debt and inter- 
est rates, large parts of bis. 
empire did not survive much 
beyond the end of his 17-year . 
reign. Three years ago, in an 
attempt to overcome several 
years of poor performance, 
ITT split itself into three. 
Earlier this month, the 


board of the hotel and gam- 
ing company - faced with a 
hostile bid by Hilton - 
brought ITTs independence 
to an end when it agreed to a 
$l0-2bn takeover by Star- 
wood Lodging. 

In "The Synergy Myth”, 
published earlier this year, 
Geneen wrote: "After I left, 
the company veered on to a 
new course, emphasising 
consolidation rather than 
growth . . . Often, I have felt 
the stab of frustration and 
regret, wondering what 
mi ght have been.” 

He was born in Bourne- 
mouth, En gland, in 1910 of a 
Russian Jewish father and 
an I talian Catholic mother: 
the family emig rated to the 
US before his first birthday. 
He qualified as an accoun- 
tant through night school, 
and after working with what 
Is now Coopers & Lybrand, 
he embarked on an execu- 
tive career at American Can, 
Bell & Howell, Jones & 
Langhlin and Raytheon. 

At ITT, his first priority 
was to build up earnings In 
the US, which then only gen- 
erated about 15 per cent of 
profits. A strong dollar was 
rmd m -mim' Tig European earn- 
ings, and its telephone com- 
panies in Latin America 
looked vulnerable. The 
Cuban business was expro- 
priated shortly after 
Geneesi’s arrival. Some for- 
eign assets were sold, includ- 
ing 23 per cent of Ericsson 
and a similar stake in Nip- 
pon Electric Corporation. 



Harold Geneoi 

Working in tight partner- 
ship with Felix Rohatyn of 
Lazard Frferes he bought 
strings of US companies, 
sometimes after no more 
than a 10 or 20 minute 
inspection of the books. He 
liked to say that he bought 
what was available, but 
there were some ' roles. No 

ffnntflgfaftt bids; nothing to do 

with computers, which he 
regarded as a sure way of 
losing money; a strong pref- 
erence for consumer goods 
and services. 

In they came: Avis Rent-A- 
Car. Sheraton Hotels, Conti- 
nental Baking. Levitt & 
Sons, and hosts of small 
businesses in cosmetics, 
light bulbs, books, hardware 
- anything that would 


increase earnings in the US. 

The 1971 annual report 
spelt out how all this was 
managed: "More than 200 
days a year are devoted to 
management meetings at 
variois organisational levels 
throughout the world. In 
these meetings in New York, 
Brussels, Hong Song, Bue- 
nos Aires, decisions are 
made based on logic - the 
business logic that results in 
making- riacigifwia which are 
almost Inevitable because all 
the facts on which the deci- 
sions must be based are 
available. The function of 
fhn planning and -the meet- 
ings is to force the logic out 
into the open where its value 
and need are seen by aH” 

Geneen believed manage- 
ment was a transferable 
skill, and one in which 
incontrovertible decisions 
could always be made, pro- 
vided problems were prop- 
erly understood, hi a famous 
memo, headed "Unshakable 
facts”, he once wrote: The 
highest art of professional 
management requires the lit- 
eral ability to 'smell' a ‘real 
feet* fr o m all o filers - and, 
moreover, to have the temer- 
ity, intellectual curiosity, 
guts and/or plain impolite- 
ness. if necessary, to be sure 
that what you -do have is 
indeed what we will can an 

Every month. Geneen and 
50 or mare executives flew 
from New York to Brussels, 
to spend four gruelling days 
going through the facts. On 


the fourth floor of ITTs 
European head office, 120 
executives would assemble 
around a huge horseshoe 
table:- a. large screen dis- 
played statistics. It was not 
enough for him to see the 
numbers. He wanted to see 
the expre s sion of the man 
who gave them. His mantra 
was T want no surprises”. 

Although his approach 
-wag gr uelling and 
crude, Geneen’s powerful 
personality generated real 
loyalty and even affection. 

Yet as the years went on, 
the quarterly earnings 
record turned into a tread- 
mill: Geneen, having to 
spend more and more time 
defending the company in 
Washington, began to lose 
his magnetic power over the 
board. He stepped down as 
chairman' in 1979, two years 
after handing over the chief 
executive rote. He spent the 
remaining years of his life 
wheeling and Healing an his 
own account and usually 
with considerable success. - 

There is no doubt that he 
was a business genius, but 
his legacy demonstrates his 
flaws. In the thoughtful 
words of a biographer*, "the 
sadness of Harold Geneen’s 
life is not that he mianed his 
goal, but that such gifts 
served so narrow a purpose.” 

Geneen, by Robert J Schoen- 
berg. WW Norton & Com- 
pany; Nod York. 1985 . . 

Richard Lambert 
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debts hit : 
Japanese banks 


By Gilian Tett In Tokyo 

Japan's leading banks are 
still saddled with huge levels 
of bad loans, it emerged after 
most announced their 
results last week. 

The eight commercial 
hanks that have reported 
half-year results so for have 
a combined level of Y9,962bn 
($78.4bn) of bad loans. This 
is in spite of the significant 
write-offs made in the first 
half last time, and they 
expect losses for the year to 
March as a result of further 
write-offs. 

In addition, Nippon Credit 
Bank, the long-term credit 
bank which was forced to 
conduct an emergency recap- 
italisation thic summer, still 
holds some Y1 ,2131m worth 
of bad loans, it also emerged 
last week. 

The figures highlight the 
scale of the problem that 
dogs Japan’s banking sys- 
tem, as the country prepares 
for Big Bang deregulation 
next year. 

The bad loans stem from 
the property market crash 
which followed the 1980's 
babble in Japan. However, 
results from banks so far 
show the scale of the loan 


provision coverage still 
varies widely although ■ 
Bank of Tokytf Mitsubishi, 
due to announce its results 
next week, has- indicated it 
has made almost 100 per 
cent coverage for its bad 
loans, the coverage at Daiwa 
Bank, which, announced 
results last week, is only 53 
per cent 

James McGinnis of Dresd- 
ner Klein wort Benson said: 
"Although there is progress 
it is premature to say the 
bad loan problem is taken 
care of.” 

Four banks - Industrial 
Bank of Japan, Fuji, Sanwa 
and Daiwa - announced 
results last week. Mean- 
while, Sumitomo, Sakura, 
Asahi, Tokai Banks, together 
with Nippon Credit Bank, 
revealed figures on Friday. 

NCB, Sumitomo, Asahi. 
Tokai, Dai-Ichi Kangyo Bank 
and Sakura reported rises in 
operating profits. largely 
because of bond dealing. 

DKB, however, reported a 
small fail in operating prof- 
its. • , 

If BTM’s' earlier estimates 
are correct, the nine large 
commercial banks expect 
losses or Y2,730bn for the 
year. 


Euro>^oy tp: 
raise £15m 
via placing 

By Robert Corajne . y 

’ ‘ ; • jl } 

EuroSov Energy, foe latest " 

Russian -oriented oil devel- 
oper to seek a full London, 
listing, is to rai$e-.£15m: 
($25.4m) via a fully under-' 
written placing according to* 
the pathfinder prospectus to 
be published today. 

The- issue price is expected 
to be 116p-130p a share, giv- 
ing the company a market 
capitalisation of £4Cm-£44m- 
EuroSov Intends to use 
the proceeds to intensify its 
development drilling pro- 
gramme at the Mflffmn fields 
In western Siberia. Execu- 
tives said they hoped to 
boost output from 2^45 bar- 
rels of oil a day to 20,000 b/d 
In 2000. The company jUans 
capital expenditure of £3Im 
in the next two years. * 
EuroSoVs Russian inter- 
ests are held through three 
joint stock, companies. 

It expects net cash flow 
from operations to reach 
£5 -3m next year and £16m in 
1999; . .. .... A • ' 

Dealings in the shares are 
expected to begin in mid-De- 


cember. The placfr&is spon- 
sored and underwritten by 
Guinness Mahon and the 
broker is THoare. 


inttern^ionA^nba/^digkt 

Single currency 
blow for retailers 

ssss^sesssSSs” 

estimated just a year ago. according to a new report _ 
Drawing together research from fiwJ&U UK 
Finland, Germany, the Netherlands, Swed 

ATSSM "55®* — - 

TS?Sow^SretaUere throughout theUnum share 
rioBffiar concerns about the cost of nnplementatioix 

Most would prefer to see fee single currency 
in February, instead of current £U ** January 

1 - traditionally the busiest trading week of the 
year as customers seek bargains in the seasonal sale 
period. . 

Retailer s in each of the five coontrtas also agree that 
the costs of a single currency are mads** Jjteher b> 
extending the period in which consumers can use two cur 
rencies for six months. If cut to one month or 1ms, the 
are estimated to fell to about 13 per cent . ofuta « “ 
or about $l6bm The UK government has Mid it doesnot 
intend to join the single currency before theoext elec tic 
in five years' time, but British retailers are falling for a 
voice in shaping Britain’s entry whenand if it <»mes. 
Euro: costs and the retail & 

Eurvm s™ Brussels. ^ < 0>! 2 %^ Hollinger 

■ SWEDISH AEROSPACE 


Reprieve for Saab Aircraft 

Saab Aircraft, the Swedish aerospace group which last 

month signalled its possible withdrawal from commercial 
ai r cr a ft manufacturing, has won a reprieve by securing 
an estimated $2Q0m order from the US. 

niw fwmpany said it wbuld continue manufacturing 
throughout 1998 after winning an order for 19 Saab 
34QBPlus commuter a irc r a ft from Mesaba Airlines, a part- 
ner of Northwest Airlines, based in Minneapolis. Never- 
theless, the Saab board confirmed it was still reviewing 
the viability of its commercial aircraft production. 

• • Tim Burt 

U US ACQUlSmON 


Koch to buy Purina Mills 

Koch Industries, one of the largest privately-owned com- 
panies in the US, is to acquire Purina Mills, the nation’s 
biggest commercial feed manufacturer with a nn ua l sales 
of about $L2bn. 

The two fwmpawiHs said that they had signed a binding 
letter of intent, although terms were not disclosed. Koch, 
based in Rentas. takes in a significant agricultural busi- 
ness, alongside oil, gas refinery and other energy-related 
interest The Witchita-based group’s total sales are 
approximately $30bn a year. 

Purina, which is headquartered in St Louis, accounts 
for about 10 per cent of the US commercial feed market 
and is the largest single operator. It takes in 59 plants, 
mainly in the Midwest and the Plains, and a network of 
about 4,000 dealers. 

Purina Mills was sold by St Louis-based Ralston Purina 
to British Petroleum in the 1960s, which then sold on the 
h umnftRR -to a management group for $425m in 1993, with 
finanrfttg from the Houston-based -Sterling Group. The 


company said that the sale would "provide acceptable 


returns” to shareholders, and also give It the benefit of 
Koch's financing and 'process technology. 

• .'John Deere, the big Illinois-based agricultural equip- 
meirt maker, is buying a 49 per cent interest in Cameco 
Industries, the leading manufacturer of sugar cane har- 
vesting equipment, fra- an undisclosed price. Cameco is 
phased to Louisiana, but also has assembly operations in 
Australia, the Netherlands and Brazil. Annual sales are 
about $100m. Nikki Tail in Chicago 

M GERMAN CAR MANUFACTURING 


Porsche nearly triples profits 

Porsche, the German luxury sports car maker, nearly tri- 
pled, profits in its 199&97 financial year ended July 31, 
helped by strong demand for the Boxster convertible 
model. Net income totalled DM139m ($81 -2m) up from 
DM48m the previous year. 

Turnover rose by 46 per cent to DM4.1hn, with unit 
sales 68 1 per rent higher at 32^80 vehicles. The company 
proposes to pay dividends of DM15 a share on the quoted 
preference capital and DM14 on the voting stock, owned 
by the Porsche and Pi£ch families. 

Porsche resumed dividends last year after a gap of four 
years caused by heavy losses in the early 1990s. It paid 
DM2J50 on non-voting preference shares and DM1.50 on 
: Y9ting shares..,,,, Andrew Fisher 

ISRAELI RESULTS 


Streamlining at ICL 

Israel Chemicals, a subsidiary of the Israel Corporation 
holding company, reported a 57 par cent rise in net profits 
for the first nine months of the year, with growth driven 
by continuing rationalisation and streamlining. 

Net profits rose $32. lm, from $56£m to $89J2m while 
sales rose $52m, from $i.24bn to $L29bn over the 
Period. The results include a capital gain of $5An after 
ICL sold 740,000 shares of Supergen, one of its companies. 

Judy Dempsey 


KLEINWORT BENSON SELECT FUND 

'SodM AmdaeaeatlC^ Wmlb 
CONVENING NOTICE 

SvnfUdsrs are My mited w went an Exuaocdnary Gansnl Msetng 
Of Sterahoidars, » to had at tha offices cf Banqua Gtndnlt du 
Lkwt*xw 9. 50, A*nue> JE Rawed* 1-2951 UiwmbnigonWtodnuday 
3 Denote TS97 At 3 fijtt writ* tta Mown agenda: 

to manga thenar* of He Company* D8ESDNEBRCM S&ECT 
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ftwmeetriO- 

SwcMdn mwww pnsttwri*' stoat £» noted to Hie Gonpany's 
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lhai 2B Nowmfcer T89Z 

Hofcvs d tew Stares mua capos tm Shms and rated eenfieaca 
B my) at Benqua GMqlt du LumfaMB by hWSt 6 tuines days erfar 
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press. » to NH on 7 Janjrf 1888 and at wturi no qunum of jnsance 
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Company's pramoran is tmfared to Dresdnsr RCM Octal Inrastors 
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' NOTICE OF EARLY REDEMPTION 
to the Noteholders of 

YTB FINANCE (ARUBA) A.E.C. 

Guaranteed Subordinated FfacedfRoollng Rate Notes due 2002 (the “Notes”) 

NOTICE fS HEREBY GIVEN that pwauant to tha tennsotBie Payton AoencuArBBfliwwniiwnHo^. 

tes 16ft of December, 1892. between YTB Finance (Aruba) 

Trust and Benfctog Company, Limited (the 
« Prtndpaf Wing agent. Tha Chase Manhattan 

agent, The Yasuda Trust and Bartdng Company, Uirited, London Branch. Tha 
fan*. NA, as paying agenta, Chase ManhatbJ. TnteetiljrriSi^S 
elected, WW to Section 4 (b) of the Terms and &mdlfioreofftfiSS^ 
ouwanrtng principal amount of U.S. S320 ,OOO.OOoT*T»™LV^^ 
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Taxpayer tdenffltoaton Number and faB to do ao mey also be subject to an IRS panaHwrfiiR 
ptaaee provide aB appropriate certification when praaehtingftoNotea to 

YTB FINANCE (ARUBA) A£jC. 

Sp YASUDA BANK AW) TRUST COUFANY (ILSJL) 
as PrindpBi Paying Agent • 

Date: November 24, 1997 
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set for 


Roma 


By Paid Betts si MBan 

Banca di. Roma set a 
maximum price at the week- 
end of Li.450 a share for its 
public share offering 
starting today, designed to 
recapitalise and privatise 
Italy’s second largest bank- 
ing group. 

Analysts described the 
price as conservative and 
cautious, reflecting market 
concern over the bankls 
recovery prospects. 

But Cesare Geronzi, chair- 
man, said it was not low but 
reflected market prices. 
Banca di Roma shares closed 
at LI.558 on Friday. 

Through its share offer 
and a L5l0bn (3298m) con- 
vertible bond iss ue , the hank 
expects to raise about 
IA800bn. It will also lead to 
the privatisation of the 
banking group with the dis- 
posal of the IRI state holding 
company's stake. 

The Bute Cassa di Rispar- 
mio di Roma, the foundation 
which held a majority stake 
in the group, will also see., 
this decline to 32.7 per cent 
Toro Assicurazioni, the 
insurance group controlled 
by the flat automotive con- 
glomerate, will become the 
new hanking group's second 
core shareholder with the 
foundation. 

Toro has acquired an &3 
per cent stake. Through a 



. shareholders' syndicate pact 
with the foundation, the Fiat 
insurance .arm win -appoint 
four board members as weQ 
as having powers of veto. 
Toro is seeking to.rdnfarce 
its Insurance links with the 
bank but the foye tm ant Js 
also regarded as farther 
expanding- Elat’s sphere of 
influence in Italian banking. 

Investors from ' Libya, 
Saudi Arabia and Abu Dhabi 
are also, buying a; combined 
8.2 'per cent but will not have 
board representation. 

The bank win set the final 
juice, of its. retail offer next 
Saturday after the offer 
closes an ftiday. This wijl 
be the .lower of the -maxi- 
mum juice of Li,450, the 
dosing price an Friday dis- 
counted by s per cent for 
retail investors and 6 per. 
rant, for hank employees, or 
the price for Italian and 
international institutional 
Investors. The final price 
will not be less than L1.2Q0. 

A total of LGtah shares will 
be offered, . including 900m 
for retail did 700m for insti- 
tutional investors. An extra 
300m shares will be offered 
to institutional investors in 
the event of strong flu-mand 

The group recently 
reported a first-half loss of 
L2,794bn as part of an inter- 
nal reorganisation and has 
pledged to restore the bank's 
profitability. 


Aceralia readies itself for sale 

Flotation marks last big privatisation in Europe’s steel sector 


Q n a popular break- 
fast radio pro- 
gramme, sandwiched* 
between commercials, for 
brandy to- help the ordinary 
Spaniard through the day, 
comes an advertisement for 
a lees famfHar- - trademark — 
Aceralia. 

This is the new name for 
what remains -of Spain's inte- 
grated steel industry, a reor- 
ganised, revamped company 
anxious to put its recent 
past behind it.' . . 

Applications open today 
for shares. In the company, 
which recently joined with 
Arbed of Luxembourg to 
form one of Europe’s largest 
steel-producing groups. 

Privatisation is being hur- 
ried through, against opposi- 
tion from trade 
left-wing political parties, 
and aftiy hesita- 
tion aver the in view 

of recent -turbulence an the 
market. Until the middle of 
last week, there bad been no 
confirmation of today's 

The state industrial bold- 
ing company Sepl wards to 
take advantage of a gap in 
Spain's privatisation pro- 
gramme between the recent 
record-breaking $4.6hn offer- 
ing in Endesa, tb£ electricity 
utility, the sale, of 
government shares in the 
Argsntaria banking group 
early next year. 

The offering will complete 
a sale begun in July when 
the steel company - then 
known lees elegantly as CSX 
Corporacidn Siderftrgica - 
was allied:wKh Arbed in a 
deal worth Pta229hn ($874m). 



Jos£ Ramdn Alvarez-Ren dudes, chairman of the new board 


The Luxembourg com- 
pany, which outbid Usinor 
Sacfior of France, took a 35 
per cent stake, with the pos- 
sibility of a further capital 
increase to raise it later to 50 
per cent The Spanish com- 
pany at the same time took 9 
per cent of Arbed and larger 
stakes in several offshoots. 

In a second stage, just over 
II per cent of the renamed 
Aceralia went to a Spanish 
partner. Arts train, in 
exchange for the latter’s 
Industrial operations, and a 
l per cent stake was sold to 
a steel distributor. 

Sepi aims to raise between 
PtalZlbn and Ptal53bn from 
the sale of the remaining 
52£ per cent It alms to place 
60 per cent of the issue 
among small shareholders, 
offering them a rebate if the 
stock price fails to rise at 
least 5 per cent within six 
months. Four-fifths of the 


remainder is earmarked for 
m«i notions outside Spain. 

The start of trading in 
Aceralia shares on December 
9 will mark the last big pri- 
vatisation in Europe’s steel 
sector. Spain was late to 

develop a steel industry, late 
to restructure it, and bas 
been late to privatise it 

The company arose from 
the effective merger of state- 
owned Ensidesa with the for- 
merly private-sector Altos 
Homos de Vizcaya, two com- 
panies that became techni- 
cally bankrupt, accumulat- 
ing losses of Pta410.5bn 
between between. 1977 and 
1992. The new .group began 
life just under three years 
ago, taking up the viable 
assets of its predecessors. 

From next March, basic 
pig-iron production will be 
concentrated at two recently 
rebuilt blast furnaces at 
Gtjbn in Asturias, set to pro- 


duce 4.6m tonnes a year. 
Eight others will have been 
closed since the 1990s in the 
Valencia region, the Basque 
country and along the coast 
at Avflfes, where the last two 
are due to stop production. 

However, Aviles is where 
the group maintains its big- 
gest steelworks, described as 
the most modem of its kind 
in Europe. It is connected to 
the Gij6n facility by an 
upgraded 17km railway. 

Flans agreed with Arbed 
for the next five yearn envis- 
age investment of around 
Ptal50bn and no further 
redundancies. The new Acer- 
alia board, led by Job§ 
RamOn Alvarez-Rendueles. a 
former governor of the Bank 
of Spain. Includes represen- 
tatives of Spain's two main 
union federations - a move 
believed to have been made 
at Arbed’s instigation. 

But unions are di strustfu l 
of the plans. Local socialist 

politicians claim the govern- 
ment has made compromises 
at the region's expense. 

However, the coordinators 
of the offering - Central His- 
pano Bolsa, BBV Interacti- 
vos and SBC Warburg Dillon 
Bead - give a b ullish view of 
prospects for the group. 

Net earnings. Ptals.Gbn 
last year on sales of 
PtaSOfibn, are expected to be 
well up this year. Central 
Hispano foresees profit 
growth averaging 14 per cent 
a year up to 2002, and says 
Aceralia is now "one of 
Europe’s most affirrtont and 
productive companies". 

David White 


German 
metal group 
to resume 
dividends 


By Graham Bowtay 
in Frankfurt 

Metallgesellschaft, the 
German industrial and trad- 
ing group which nearly col- 
lapsed in 1998 after heavy 
losses on US oil fixtiBeB trad- 
ing, ®!prtp6si3g't!i^a5 t ‘a 
dividend for the first time in 

live years. ^ 

Huge losses in oil futures 
dealings at MG Carp, its US- 
based oil and gas trading 
subsidiary led to an acrimo- 
nious bail-out that cost 
shareholders' and creditors 
more than DHSbn ((LTZhn). 

The episode has been held 
up as one of the most 
famous derivatives disas- 
ters, along with the collapse 
of Barings, the UK hank, 
and the difficulties at 
Orange County in the US. 

However, Metaligesell- 
scbaft yesterday marked its 
continued reco very when, it 
reported pre-tax profits up 
10 per cent to DM320m in 
1996-97. Sales revenues rose 
12,5 per cent to DMlSbn. 

Metallgesellschaft said all 
its business divisions grew 
favourably last year. Sales 
in its trading division 
increased from DMTbn to 
DM9bn thanks to the 
pick-up in demand for non- 
ferrous metals and chemi- 
cals. Dynaznit Nobel, the 
chemicals division, 
increased sales from 
DM3-7bn to DM4.1bn. 

The company said it 
would pay a dividend of 20 
pfennigs, but this would 
require agreement by its 
shareholders and the 
group’s supervisory board. 
It said it could not pay more 
than 20 pfennigs by law hot 
this was the last year, in 
which the restrictions, 
imposed following its prob- 
lems, would apply. 


French utility decides against global telecoms 


By David Owen in Paris 

Suez Lyounaise des Eattx, 
the big French utility, has 
decided against becoming a 
global operator in the soon 
to be liberalised. $30bn 
French telecoms market. 

Instead, the company is to 
seek. to make the most of its 
existing, cable network by 
offering digital TV, internet 
and telephone services to its 
cable subscribers. 

The group says this gives, 
it potential access to. about 


Iflm people in 9- -3m house- 
holds in urban centres such 
as Paris, Strasbourg, Annecy 
and Le Mans, It Intends to- 
undercut current public tele- 
phone charges by more than 
10 per rarrii It said tntenvrt: 
users would be. offered 
unlimited access L000 times 
quicker than by telephone 
for a fixed -price of less than 
FFr200 ($34) a month. 

. Girard Mestrallet, chief 
executive of : : the . group 
f^med-.b; -ihis. summer’s 
merger of Compagnie de 


Suez and Lyounaise des 
Eanx, said it had chosen the 
telecoms option that seemed 
“most value-creating" given 
its starting-point 
He said launching a 
mobile telephone operation 
would havB required a much 
more substantial invest- 
ment The selected strategy 
would need additional 
investment of at most 
FFrZbn over five years. Com- 
munications was expected to 
remain the smallest of the’' 
group's four divisions. 


The annual turnover of 
Lyounaise cable, the 77 per 
cent-owned subsidiary 
through which the group’s 
"multi-service" cable offer is 
to be launched, is nonethe- 
less expected to quadruple 
by 2002 to about FFrtbn. 

In common with other 
leading European telecoms 
markets, France is bound for 
full liberalisation in less 
than six weeks. At present, 
the stiff est competition far 
France Telecom, the former 
monopoly operator, looks set 


to come from Cegetel, the 
telecoms arm of Gfen&rale 
des Baux. in which British 
Telecommunications has a 
substantia] investment 
Suez Lyonnaise des Eaux’s 
ripriginn will for the moment 
put an end to suggestions of 
a possible telecoms partner- 
ship with Bouygues, the 
French construction group 
which operates the country’s 
third mobile telephone net- 
work - an area in which 
competition is already fully 
entrenched. 


INTERNATIONAL NEWS DIGEST 


Bank says India 
set for credit boom 

India could be in line far a credit boom, according to the 
State Bank of India, the country’s biggest hank. "We feel 
that the credit take-up win be there in the very short 
run,” said M.S. Verma, chairman of SBl, which unveiled 
interim results on Friday. However there was little sign of 
such a credit boom in the six months to September 30. 
SBI*s net profits were up 10 per cent to Rs7bn ($16Sm), 
mainly as a result of provisions falling 48 per cent to 
Ra6.6bru Operating prefit fen 20 per cent to Rsl4bn. 

The interest margin fell from 4 per cent to 3.4 per cent. 
SBTs fee Income also fell, by 5 pcs* cent to Rslibn. Operat- 
ing costs were up 5 per cent due to higher wages. 

Analysts said the results were disappointing. Anand 

Shanbhag, banking analyst at Kotak Securities, said SBI 
bad mHtimpd a push to regain market share in deposits 
through aggressive pricing. Krishna Guha, Bombay 

M INDIAN IPO 


Indosmd launches offer today 

Indosind, the biggest of India's new generation private 
sector banks, launches its RsLSbn ($48m) initial public 
offer today, in the face of a weak equity market and vocal 
opposition from some of its original shareholders, who 
bought shares in an earlier preference issue at a higher 
price, it is the latest in a series of IPOs from private and 
public sector banks which have breathed some life into 
India's moribund primary equity market 
“The equity market is not dead as for as are con- 
cerned," said Soloman Raj, managing director of Indosind. 
He said tight regulation “gives investors confidence". 

The bank specialises in corporate services and interna- 
tional banking for Indians resident abroad. It handles 
about $30bn in foreign exchange transactions a year, 
aided by a tie-up with SBC Warburg. Krishna Cuba 

m HONG KONG RETAILING 


Yaohan shuts department stores 

Yaohan department stores in Hong Kong were closed 
down cm Friday, underlining the failure of ambitious 
regional expansion plans by the Japanese retail group. 

Although Ya ohan Hon gkong , which controls nine 
department stores in Hong Kong, has suffered losses since 
1995, the decision to file far liquidation on Thursday 
fuelled feazs about the territory's retail sector in the wake 
of the regional economic downturn. 

Although controlled by Japan's Wada family, Yaohan's 
department store operations in Hong Kong are separate 
from Yaohan Japan. 

John Ridding and Bethan Hutton. Tokyo 

CREDIT RATINGS 


Japanese insurers cause concern 

Moody's, the credit rating agency, has fuelled concerns 
about the financial strength of Japan's life insurers by 
aMig nin g BOTerai ram panipg a low assessment of their 


ability to pay claims. Tokyo Mutual Life, Kyoei Life, Daih- 
yaku Mutual Life, Chiyoda Mutual Life were all rated 
“poor” by Moody’s, and Toho Mutual Life was rated “very 
poor". The agency cited growing uncertainty surrounding 
government support for the troubled life insurance sector, 
weakened consumer confidence and exposure to the weak 
domestic equity market Christopher Adams 



eats into NTT results 


By McNyo Nakamoto 
hi Tokyo 


The rapid spread of PC 
communications and mobile 
phones, were clearly evident 
in the business performance 
of NTT, Japan’s largest tele- 
coms carrier in. the first half 
of the fiscal year. 

NIT, which reported flat 
mips and profits, said that 
the growth of mobile com- 
munications and networking 
had eaten into its traditional 
telephone business. The 
number of new telephone 
robscribexs had, as a result, 
fallen by 200,000 at the end 
of September. 

“New subscribers are opt: 
fog to use cellular phones 
and personal handyphone 
systems, rather than fixed 
Unas which require a sub- 
scription fee of Y7Q.Q0Q,” 
notes Hlrtmobu Sawake, 
industry analyst at Nlkko 
Securities in Tokyo. - 

Meanwhile subscribers to 
NTT’s - integrated services 
digital network, high-speed 
digital services for private 
leased lines , and to data 
transmission sendees had 
increased s i gnificantly , high- 
lighting the gr o w in g popu- 


larity of intranets and other 
PC communications amon g 
both corporations and indi- 
viduals. 

“The figures, show NTT’s 
earnings str u ctur e is chang- 
ing, reflecting the emergence 
of the multimedia age," Juni- 
chiro Miyazu, president, 
said. 

However, the increase in 
advanced communications 
usage was not sufficient to 
wipe oat the impact of the 
decline In telephone sub- 
scriptions and NTT posted a 
slight decline in sales and 
profits. 

- Parent sales came to 
Y3,158.3bn <$25bn) against 
Y8,155.8bn while recurring 
profits declined slightly to 
Y207.Sbn from Y207.7bXL Net 
profits were up 24 per cent to 
Yiaasbn from YllOJibn. 


Competition in the local 
market, where NTT is a vir- 
tual monopoly, will increase 
when TTNet, an operator 
affiliated with the electric 
power companies, starts ser- 
vices in January. Mean- 
while, long-distance competi- 
tion bas been severe. 

NTT said it planned to cut 
staff numbers to 147.500 from 
16L500 by 2000 and to cut 
capital spending this year to 
Y3,065hn from Y3,080bn. 

On a consolidated basis, 
NTT performed better as a 
result of the strong contribu- 
tion from NTT Docomo, its 
cellular phone subsidiary. Of 
group operating revenues of 
Y4.637.Ibn, NTT Docomo 
contributed YL309.4hn. The 
company also contributed 
YlSlbn out of group recur- 
ring profits of Y3505ba 


Peugeot to break 
Indian partnership 


This Notice is issued in compliance with foe requirements of 
London Stock Excbaage Limited (the “Lcndon Stock 
Exchange”). It does not constitute ah Offer or invitation to any 


RCM Global Growth Trust pic (“the Company”). 


: DresdnerRCM 
Global Growth TVust plc. 


Introduction • 

Of up to 300 million Ordinary Sbares of 10 pence each 
as part of a Scheme of Reoonstniction of • 
Klcinwort Overeeas Investment Trust pic ; 

. jpaacMedby 

Baring Brothers I nte rnational limited 


Application has been made to the London Stodc Exchange for 
be Ordinary Shflies of 1 Op each of the Company to be 
admitted to the Official List It is expected that dealings in the 
shares will commence an 14 January 1998, ■ 

Copies of the prospectus in rdatioD to the hunxtncaaa have 

j CPn TfflMkhed and will be available. far jrapection during 
normal business houra oo aqy weekday (Safordiys, Sundays . 
md public holidays excepted) at the registered office of the 
Company; 10 Fcncburch Street. London EC3M 3LB, at tho 
>ffices of Baring Brother* International Limited, 60 London 
WUl, London EC3M-5EQ sad udte offices of DW3 pic, 
Bonnie Home. 34 Beckenham Road, Beckenham, Kent - 
BR3 4TU front the date hereof to and including 7 January ' 
1998 and for collection only, up io.25 November 1997 from 
he Company Announcement* OfHce,The Loudon Stock 
Exchange, Old Broad Sheet; London EC2. . 

14 November 1997; "... ’r- .-J .. 


By DamM Owen in Paris . 

Automobiles Peugeot of 
France is moving to break 
ties with Premier Automo- 
bile, its Indian partner, 
white , flying to ensure the 
Peugeot 309 saloon continues 
to.be .produced in India. - 
The French company has 
put its shares in Pal Peugeot 
(PPL), a Joint venture 
.formed in 1994, at Premier’s 
disposal "so as to permit it 
to conceive and develop the 
-most appropriate solution 
rg gan ti ng the ' future shar e. 

holders of FPL". ' . 

It is also ; droEping a num- 
ber ■ of. court actions 
launched tins- year. .It said it 
would continue to provide 
PPL with technical assis- 
tance, It remained convinced 
that locally-assembled 309s 
were very well adapted to. 
the Indian market 
PPL is nrw> of a number of 
Indian car joint ventures, to 
have encountered difficulties 
since the market was 
deregulated in 1991, with 
production at its factory - 
50km from Bombay — dis- 
rupted by a long stand-off 
with the Tmtatim 
Tfofo year's output is. esti- 
mated at just 8^000 vehicles, 
from a plant whose rapacity 
is-pflt by Peugeot at 00^100 
cars. a year. 


Peugeot has 82 per cent of 
PPL. as does Premier, while 
the rest is held by the pnblic. 
The French group puts the 
cost of its participation at 

FFrl20m (120.5m). 

The deterioration in rela- 
tions between Peugeot and 
its Indian partner -also 
stemmed from the increas- 
ingly dose relations between 
Premier and Italy's Flat 

Earlier this year, India 
approved a (558m tie-up 
between Premier and Fiat 
for a joint venture to manu- 
facture the Italian group's 
Palio world car in a new 
plant near the western city 
of Pune. Many expect Peug- 
eot's holding in PPL now to 
end up in the hands of Fiat. 

The India announcement 
comes shortly after the 
French carmaker’s with- 
drawal from another Asian 
joint venture in Guangzhou, 
southern China. Peugeot 
officials have blamed the 
decline of this operation on 
the company’s minority 
stake, which made it diffi- 
cult to control quality and 
distribution. 

Japan's Honda agreed this 
month to establish a joint 
venture passenger car fee- 
toy fo Guangzhou to pro- 
duce its Accord model, tak- 
ing over the facilities left 
vacant by Peugeot 



APL Limited 


has merged with a unit of 


Neptune Orient Lines Ltd 


The undersigned acted as sole financial advisor to 
APL Limited on this transaction 


JPMorgan 


November 1997 
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Global Investor / Richard Waters in New York 


US isolation is not an option 


Foreigners like to paint 
Americans as deeply insular, 
far more interested In what 
is happening in Biload than 
Bangkok. T.fke ail national 
stereotypes, this seems both 
odious and unwarranted; 
you only have to look at 
Europe's current obsession 
with itself to see that. 

However, to judge by the 
behaviour of US share 
prices, American investors 
have turned Inward recently. 
And they have done so at 
just the moment when they 
should be most alert to the 
dangers stalking the interna- 
tional financial markets. 

The Asian currency crisis 
has been unfolding like a car 
crash seen in slow motion. 
Last week it reached South 
Korea, a country with real 
economic clout rather than 
merely great potential. 


It was the attack on Hong 
Kong’s currency that pro 
vided the trigger for the 
sharp drop in US share 
prices in late October - since 
then the draught has 
reached Brazil, and the out 
look for Japan has gone from 
dire to abysmal. 

Wall Street, though, was 
quick to recover its equa- 
nimity and has for now cho- 
sen to ignore the signs of 
contagion spreading in the 
emerging markets. The prox- 
imate cause of this has been 
the money pouring into 
Treasury bonds: with the 
long bond brushing 6 per 
cent at the end of the week, 
stocks have rung up a string 
of gains. 

The US doesn't need the 
rest of the world after all - 
only a relatively small share 
of its exports has been put at 


risk so far. And if Asian cap- 
italism has proved phony, 
the American variety is still 
thriving. 

This seems to ignore two 
thing? 

One is that the risk of a 
financial shock has risen. 
With the US in the lead, it 
may well be that an Asian 
bail-out will stop this slow- 
motion pile-up before it gets 
any worse. Then again, it 
may not 

"We’ve been lulled by our 
experience with the Mexican 
crisis into believing that 
these events in small coun- 
tries don't affect us,” says 
Ed Yardeni. chief economist 
at Deutsche Morgan Grenfell 
in New York and one of the 
proponents of the great bull 
market With Asia, be adds, 
the fjrmnrfai turmoQ is on a 
different scale. 


The point is not that the 
worst is bound to happen, 
only tbwt the risks of finan- 
cial dislocation are that 
much greater. 

The sight of financial insti- 
tutions collapsing in Japan 
adds to these jitters: If the 
real losses of some of these 
institutions turn out to be 
even larger than expected, 
as now looks ominously 
likely, then how containable 
will the situation be? 

And, as the volatility of 
late October showed, the US 
stock market does not digest 
these risks in an orderly 
manner when they are 
finally thrust under its 
nose. 

The second point that 
seems to have been over- 
looked in Wall Street's relief 
rally is the impact recent 
events will have cm corpo- 


rate profits. This comes from 
two directions: by -removing 
a source of future earnings 
growth, and by to the 

deflationary pressure that 
has been tightening in*«» a 
vice in a number of indus- 
tries. 

The potential growth from 
the emerging markets has 
been one of the pillars that 
have ' underpinned thi? bull 
market. As Mr Yardeni puts 
it, American consumers are 
"tiie yuppies of last resort - 
but we were counting on the 
Asians being the yuppies of 
tTio next iwfnpwnbim " 

For a short while, at least, 
those new markets will have 
to wait 

Forget, for a moment the 
lack of current earnings: 
US stock market valuations, 
as Alan Greenspan keeps 
pointing out are based on 
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COMPANY RESUL 

Up to 
FI 52m 
expected for 
Nedlloyd 

Royal Nedlloyd, the Dutch 
transport group, is expected 
on Wednesday to report 
third quarter net profit of 
FI 36m-Fl 52m (S18.6m- 

$26. 9m) compared with 
FI 37m a year earlier, accord- 
ing to analysts’ forecasts. 

Jan Wirken, analyst at 
Rabo Securities, expects net 
profit of FI 46m, putting 
earnings per share at FI L98 
compared with FI 1.63. Mr 
Wirken expects third quarter 
operating profit of FI 20m, 
reflecting a strong rise in 
operating profit from Euro- 
pean transport and distribu- 
tion operations to FI 22m 
(FI 8m), and a modest gain 


of its exports has been put at different scale. events will have cm corpo- pointing out, are based on 

for Maxmnoet and other FI 52m. or FI 2^8 per share. 
activities to FI 6m (FI 5m). A AFX Amsterdam 

FI 8m deduction in corporate 3 gi ilfcr >?-. > 

overheads is expected. ■ Analysts are expecting yv •-••• P'/H li 


for Mammoet and other 
activities to FI 6m (FI 5m). A 
FI 8m deduction in corporate 
overheads is expected. 

Including a contribution 
from the P&O Nedlloyd ship- 
ping joint venture put at 
FI 30m this will result in an 
estimated total of FI 50m 
before other participatory 
interests, interest and tax. 

Mr Wirken. puts the contri- 
bution from other participa- 
tory interests at FI 15m 
(FI 19m), with interest 
charges of FI 18m (FI 23m) 
and a tax credit of Film 
(FI 3m). 

This results in net profit 
from ordinary activities at 
FI 48m (FI 36m), and at 
FI 46m, after minority inter- 
ests of FI 2m. 

Ab Nieboer, analyst with 
Bank Bangert Ponder, Is at 
the low end of the range 
with a forecast of FI 36m, or 
FI 1.58 per share. Richard 
Brakenhnff, Kero pen analyst, 
is expecting net profit of 


FI 52m. or FI 2228 per share. 

AFX Amsterdam 

■ Analysts are expecting 
more comment on the 
impact of the supply review 
when Southern Electric 
reports results for the half 
year to September 30 on 
Wednesday. They will also 
be looking for progress on 
cost cutting which has 
driven profit growth at the 
last independent regional 
electricity company of the 12 
privatised in 1990. Southern, 
the second largest rec, is 
forecast to make pre-tax 
profits of about £l00m 
($169m) against £112. 2m and 
to raise its dividend by more 
than 20 per cent to 7.8p. 

■ Despite the success of 
chart-topping albums from 
the Spice Girls and Radioh- 
ead, investors are braced for 
a sharp fell in profits when 
EMI. one of the world's larg- 
est music groups, reports its 
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interim results tomorrow. 
The strong pound and 
higher interest payments are 
likely to have squeezed prof- 
its before tax and excep- 
tional items to £72Jim for the 
six months to September, 
according to Merrill Lynch, 
against £U&5m. On a pro- 
forma basis a modest jarofits 
increase is expected. 
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■ HSBC is expecting 
interim pre-tax profits of 
£L89m (2197m) and a 12 per 
cent increase in the dividend 
to 12p from Severn Trent, 
the UK’s second largest 
water company, which 
reports tomorrow. 

The market wifi be looking 
at Severn's waste business 
which continues to grow. 


high expectations of the. 
future. 

But corporate America’s 
profitability has already 
bounced back to the peak 
levels of the 1960s, whether 
measured by margin or 
return cm capital (see chart). 
Remove Asia, and you 
remove one of the booster 
rockets that was meant to 
take corporate profits to an 
even higher level. 

The other risk to earnings 


while that sector is consoli- 
dating. 

■ National Grid will no 
doubt be keen to talk about 
Energis, its telecoms spin-off 
tomorrow. But Investors will 
want soma indication of the 
scale of value return they 
Can expect An interim divi- 
dend up 10 per cent to about 
4J9p is expected, with pre-tax 
profits of about BfflOm. 

■ Full-year results from 
Tate & Lyle, the sweeteners 
group, on Wednesday are 
expected to show a fall from 
£27Bm to about £235m, before 
an exceptional charge of 
gfla .am revealed at the 
interim stage. Half-year prof- 
its fell by £S4.6m to £113.6m. 
Overcapacity in the North 
Amer ican starch industry is 
keeping prices depressed, 
while the European sugar 
mar ket is awash with white 
sugar, and. Tate's UK sugar 
business will have been. 


is the -one exemplified 
recently by Eastman Kodak. 
A little bit of deflation has 
hewn a good thing for the US, 
but a relentless squeeze on 
prices 'can finally prove 
destructive both to jobs and 
corporate investment. With 
competitive devaluation 
sweeping Asia - and, Who 
knows, maybe eventually 
reaching t j»tin America - 
this squeeze can only get 
worse. 


affected by the strong 
pound. Even so, a small 
increase In the annnal divi- 
dend is expected. 

■ The merger between 
Guinness and Grand Metro- 
politan to form the world's 
largest drinks company 
reaches its final hurdle on 
Wednesday whoa, sharehold- 
ers in both companies vote 
an the proposals. With a dis- 
tribution of 70p a share if the 
merger goes through, sup- 
port looks assured. 

The deal is structured as a 
Guinness takeover of Grand- 
Met, so the support of at 
least 75 per cent of the 
GrandMet shareholders who 
vote is needed for their 
scheme of arrangement. A 
simple majority of share- 
holders will suffice at the 
Guinness meeting, which 
must approve the company's 
name change to Diageo. 

■ NatWest Markets is 
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For now, low interest rates 
and the prospect of another 
couple of quarters of good 
epmiwg fi gains could well 
push US share prices back 
into record territory. 

But Mr Yardeni, one of the 
great stock market optimists 
of the 1990s. seems to be 
chang in g bis outlook. 

“The days are numbered 
for the stock market bulls 
- and I've been one." he 
says. 


expecting interim pre-tax 
profits of £80m (£75. 5m) and 
a dividend of 6.4p (5.7p) from 
Wessex Water an Thursday. 
The company has pursued 
cost-cutting more vigorously 
than scone of its peers for a 
return on capital well above 
the industry average. This 
puts it at risk from the regu- 
lator who has plans to cut 
the allowable return for 
water companies’ regulated 
business to less than 7 per 
cent 

■ Johnson Matthey, the 
precious metals and engi- 
neering group, reports 
interim results on Thursday 
amid worries over the 
knock-on effects of the Asian 
markets crisis on platinum 
prices. Asia accounts for 
more than 50 per cent of 
world platinum demand. 
Analysts expect pre-tax prof- 
its of £S6.5m (£5lJ2m), earn- 
ings of I8.7p (I6.9p) and a 
5_2p (4.4p) dividend. 




Move to tighter syndication fees 
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In this year's flood of ^obal 
privatisations, the scale of 
retail demand stood out, 
guaranteeing the success of 
the big telecoms issues in 
particular. But two factors 
highlighted other trends - 
towards tighter fees, and 
Smaller banking syndicates. 

Tight fees - roughly 2.5 
per cart of gross proceeds in 
the big European privatisa- 
tions - are understandable, 
given the political nature of 
the transactions. As one 
banka- noted, "governments 
find it easier to talk about 
fees than about proceeds. If 
you are a privatisation min- 
ister standing up in parlia- 
ment, it is easier to defend 
yourself on the fee issue 
than on the proceeds, which 
might, or might not represent 
a good deal for the tax- 
payer.” 

But because fees are get- 
ting smaller, banking syndi- 
cates are shrinking, too. The 
two go together. Privatisa- 
tion issues are complex, 
lengthy and costly, and 


banks expect a certain 
return for mobilising the 
resources required to pull 
one off successfully. If fees 
are going down, bankers 
have to fight for a bigger 
slice of a smaller cake. 

The trend towards «maTi«r 
banking syndicates was 
especially noticeable in 1997. 
The syndicate that sold 
France Telecom’s initial pub- 
lic offering consisted of 39 
banks. That was less than 
half the size of the syndicate 
for Deutsche Telekom last 
year, which had 84 members. 
Admittedly, the latter was a 
bigger transaction. 

But the scale of the under- 
taking was not substantially 
less, and the size of a trans- 
action is not necessarily 
related to the size of a syndi- 
cate. There were 22 banks in 
the syndicate for the second- 
ary offering by Lufthansa 
this autumn, valued at 
$2.6bn. But there were 31 
banks in the syndicate for 
the airline’s EPO in 1994, 
which raised $700m. 


Neither Lufthansa nor 
France Telecom appeared to 
be disadvantaged by the size 
of its syndicate. And there 
are arguments in favour of 
slimming down. Members of 
a small syndicate, eyeing a 
greater proportion of the fee, 
should be more motivated to 
generate demand for the 
shares being offered. A 
smaller number of banks 
also avoids the TikeTihnnri of 
several chnomg the same cli- 
ents, and- they are undoubt- 
edly easier to administer. 

Against that, large syndi- 
cates have the advantage of 
reach. They can access a 
greater list of potential 
investors, and offer a wider 
choice of buyer. Regardless 
of how global an investment 
bank claims to be, the more 
members of the syndicate 
there are the wider the dis- 
tribution. 

This is perhaps the most 
important question for the 
selling government “I don’t 
care what anybody says 
about being brilliantly 


global, it has to be true that 
a smaller syndicate means 
less breadth, If not less 
depth, of distribution,” says 
a banker Involved in several 
big privatisation issues. 

If European governments 
are not prepared to pay 
h i ghe r fees, smaller syndi- 
cates look like they are here 
to stay. And fees appear to 
be falling inexorably. The fee 
for France Telecom was 2.5 
per cant of gross proceeds; 
for the imminent offering of 
shares in Spain’s Aceralia, it 
is L95 per cent, which bank- 
ers said was a low for a 
European privatisation. 

Nevertheless, governments 
appear to have the upper 
h and. Some bankers claim 
there is uo money to be 
made in privatisations, but 
that doesn't stop them being 
prepared to lower their fees 
to win business. Because 
such transactions are usu- 
ally big and have a high pro- 
file, “you cannot afford not 
to go for them,” says one 
banker. 


The Financial Times plans to publish a Survey on 

Mexican Finance & 
Investment. 


on Monday December 15 


For more Information, please contact: 


Michael Geach In New York 
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Not so very long ago, conventional wisdom 
dictated that to be the best you had to be the 
biggest. But in today’s evolving marketplace things 
are changing rapidly. 

Quite simply, trying to be “all things to all 
people” is a strategy that values quantity over 
quality. In the real world, focus and quality are 
what our clients are increasingly demanding. That’s 
why we have formed Barclays Capital. 

We're still in investment banking. We're 
still international and we’re still in the advice 
business. But we are now highly focused and fully 
integrated across the spectrum of debt, lending 
and risk management products. 

Yet we remain part of the Barclays Group 
with access to a $350 billion balance sheet, an 
AA credit rating and all the benefits they bring. 

Barclays Capital. Focusing our resources and 
expertise to focus on our clients’ business. 
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With traders forecasting low 
volumes this week due to 

the Thanksgiving holiday. 
US Treasury bonds look 
likely to continue to benefit 
from on-going concerns 
about turbulence in Asian 

markpts 

On Friday, rumours about 
troubles at Yamalchi 
Securities, helped push the 
long bond up £ to 101& and 
its yield fell to 6-039 per cent 
The last time the 30-year 
bond yield hit 6 per cent was 
in January 1996 and with 
economic data published last 

week supporting the 

argument for bonds, some 
traders are forecasting 
further strengthening. 

"Although the bond 
market may need to catch its 
breath. Treasury yields 
should eventually move 
below the six per cent 
threshold, possibly testing 
the cycle low of 5.78 per cent 
hit in October 1993," says 
Norwest Corporation. 

Traders say the 
publication of several 
economic re p orts this week 
is unlikely to shift t h p stock 
market from its current 
path. On Friday the Dow 
Jones Industrial Average 
closed the day 54.46 points, 
or 0.7 per cent, higher at 
7,881.07. representing a gain 
of 4.1 per cent in the week. 

Wednesday could see the 
release of an upward 
revision of 0.1 percentage 


MOSCOW 

The Russian market proved 
remarkably resilient last 
week in spite of the dis- 
missal of key refo rmis t poli- 
tician Anatoly Chubais from 
his job as finance minister. 

While commentators agon- 
ised ova- the significance of 
the move, investors seemed 
to keep their nerve and the 
RTS index ended the week 
12.6 per cent higher at 382.59. 

Much of the rise was 
attributable to the perfor- 
mance of oil shares, which 
have been in favour since BP 
and Royal Dutch/ Shell com- 
mitted Sl.ebn to file sector 
last week. 

Setting aside political 
uncertainty, the biggest 
threat to the market in the 
short term comes from the 
S58bn rouble-denominated 
government bond (GEO) 
market. Following recent 
interest rate rises, foreign 
investors, who own 30 per 
cant of the market, have 
been selling out. 

With further heavy sales 
expected from Asian inves- 
tors, analysts are warning of 
the possibility of problems in 
the banking sector, which is 
heavily exposed to GEOs. 
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points to 3.6 per cent in 
third-quarter GDP growth 
and on the «amp day durable 
goods order growth is 
expected to be shown to 
have accelerated modestly, 
with a 0.3 per cent increase 
in October after September's 
0.1 per cent gain. 

Today's October budget 
statement is expected by 
traders to provide further 
evidence of an improving 
fiscal outlook. A deficit of 
approximately $38bn la 
expected, down from $40bn 
last October. 


AMSTERDAM 

Third-quarter figures due 
tomorrow from Ahold, the 
supermarkets group, will 
provide a focus for an 
increasingly range-bound 
market And, analysts say, 
after several quarters of 
exceptionally strong growth, 
Ahold's earnings growth is 
expected to be limited to 30 
per cpnt far the third quar- 
ter. 

Analysts' forecasts of net 
profits for the third quarto 1 
range between FI 180m and 
FI 214m, with a consensus of 
FI 203m. That compares with 
FI 156.4m a year earlier. 

On WednWday, Nedlloyd 
is expected to report third- 
quarter net profit in the 
range of FI 36m to FI sam , 
compared with FI 37m a year 
earlier. 

Analysts said last week 
the company bad indicated 
that its Far East shipping 
business had not suffered 
from the economic and 
finanriai turbulence in Asia. 

. They said forward book- 
ings still looked good, and 
shipping rates were in dol- 
lars, so there were no nega- 
tive effects so far. However, 
if the turmoil continued, it 
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London's preoccupation with 
events overseas, notably the 
Far East, will remain one of 
the keys to the stock 
market's performance, but 
the emphasis should switch 
back to the UK on Tuesday 
when the Treasury’s “Great 
Budget" is announced to 
Parliament by the chancellor 
of the exchequer. 

The "Green Budget", or 
pre-budget statement, is 
another of the Labour 
government's innovations, 
and could impact heavily on 
stock market sentiment. It 
wDl contain the Treasury's 
economic forecasts, but more 
importantly, could also 
contain pointers on advance 
corporation tax, capital 
gains fov . «Tiff individual 
savings accounts and 
pensions, according to UBS. 

Apart from the Treasury's 
consultative paper, there is 
little in the way of economic 
data to interest the stock 
market But there is another 
extensive list of cor po ra te 
reports, including results 
from five FTSE 100 

nrms tH ngnts ; interims fr om 

EML National Grid, Severn 
Trent and United Utilities, 
and preliminary figures from 
Royal Bank of Scotland. 

BBS is one of the stocks to 
have benefited from last 
week’s burst of takeover 
news, which featured Merrill 
Lynch’s £3.1bn agreed bid 
for Mercury Asset 

PiilSISiS 

could result in changes in 
shipping flaws, leaving ships 
no longer full. 

HONG KONG 

The stock market is expected 
to remain volatile and vul- 
nerable to external shocks, 
as investors focus on the 
scale of problems in Asia - 
particularly Eorea and 
Japan - while keeping an 
eye on domestic interest 
rates, writes Louise Lucas. 

Although some brokers 
reckon Hong Kong will bene- 
fit from a flight to quality, 
others reckon shares could 
tumble again. ING Barings 
sees no reason to believe the 
correction - which saw the 
market shed some 40 per 
cent from its peak in August 
- is over, in spite of the 
recovery this month. 

“No matter what their 
causes, rising interest rates 
are the worse kind of poison 
for a stock market, espe- 
cially when 58 per cent of 
the index market capitalisa- 
tion is accounted for by 
interest rafesensitive bank- 
ing and property sectors," 
ING Barings said, adding 
that it sees farther interest 
rate rises on the horizon. 


1 CROSS BORDER M&A DEALS 1 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMQrt 

AIBanz (Germany) 

AGF (France) 

insurance 

SlOSbn 

Global ambWon 

INQ (Netherlands 

BBL (Belgium) 

Banking 

S5.4bn 

Swift acceptance 

MerrH Lynch (US) 

MAM (UK) 

Financial 

services 

S527bn 

Siaprise bkj 

Siemens (Germany) 

Unit of Wasting house (US) 

Power 

SI ^2 bn 

Consolidation 

Untohem (UK) 

Affiance SantA ptaly) 

Pharmaceutlcate 

$82 5m 

Merger ajpeed 

Terra Industries (US) 

Unit of ia (UK) 

Chemicals 

$425m 

Fertffieer exit 

Polymer Group (US) 

Dcxnlnkxi Textile (Canada) 

Texttes 

$421 m 

Revised bid OKd . 

PepsiCo (US) 

UNt of United OscuHs 
(UK) 

Food 

5410m 

UB reshuffles 

BO (Italy) 

CIB (Hungary) 

Banking 

5366m 

Stake now 9596 

Zurich Group 
(Set tear land) 

Peregrtne Investment 
(HK) 

Financial 

services 

S200m 

Taking 24% 
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The Royal Bank 
M of Scotland Group pic 

£200,000,000 

FLOATING RATE NOTES 2005 

In accordance with die Terms and Conditions of the 
Notes, notice is hereby given that for the Interest 
Period from 20th November 1997 to 20* February 
1998, foe Notes will bear a Rate of Interest of 7.75% 

per ann um. The amount of interest payable on 20 * 

February 1998 will be ,£97.67 per Note and 

£976.71 per £50,000 Note. 

AGENT BANK: 

Charterhouse Bank Limited 

8 ttrgwfrwrf by The Scanitia and Pwnra Auxbanty 
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CHARTERHOUSE 


To Advertise 
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Legal 

Notices 


Please contact 
Melanie Miles 


Tel: 

-r44 171 873 3349 
Fax: 

+44 171 S73 3064 
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Management. Thai news 
reignited long-running bid 
rumours surrounding the 
financial sector. Another 
potential takeover target, 

M & G, repeats preliminary 
results an Thursday. 

Apart from a mid-week 
wobble, London put up a 
convincing performance last 
week amid the continuing 
turbulence in A sia , helped 
by a buoyant Wall Street If 
mare bids ar r ive , the FTSE 
100 could well recro w the 
5,000 level it lost so 
dramatically last month. 



Events in Asia will continue 
to exercise a powerful 
influence aver German 
financial markets this week. 
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with investors Keeping a 
particularly close eye on 
South Korea and Japan. 

The market is still waiting 
far stronger evidence that 
the underlying problems in 
Asian economies win be 
tackled vigorously. However, 
same trades are less 

ptesImV ct)^ ffT tilft T»sr 

future now that shares have 
begun rising again after the 
initial impact from Asia. 
Thus the DAE blue dip 

fritter clreaxi sli g htly hi gher 

on Friday at 3£42 points, not 
quite making tt back over 

4JOOO. 

Volatility is expected to 

remain high, with analysts 

recommending a selective 
approach whan buying in an 
successive market dip s . ■ 
Hana Peter Peters, head of 
fhp f irman operation of 
SBC Warburg, said the 
j psrrbf4 s fapaM return to 
precrash levels towards the 
end of the first quarter of 
1998. Thus the DAX could, 
reach at least 4,600 points in 
the TiOTt 12 Tnr¥nthK t helped 
by low inflation and a 
steadily improving economy, 
t ho u g h he did not exclude 
further disturbances as a 
result of problems in Asia. 

This week sees figures 
from Lufthansa as the 
nine-month reporting season 



draws to a dose. Bresdner 
Bank is expected to give 
details of board changes at a 
meeting bn Tuesday. 

Consumer prices far 
November and October 
impart and producer prices 
are also expected. UBS 
Global Research said rising 
seasonal food and services 
prices should prevent a 
fa rt h er dgnHne fa th e west 

Gfy pn>?l amriml fnflgtirtp 

rate from October's 1.7 per 
cent Producer prices should 
again show an annual rate of 
around L4 percent 




Mondays - particularly 
holiday Mondays — have 
come to speffbad news for 
the Tokyo stock market, or 
at least some of its 
component companies. 

On November 4, also a 
holiday Monday , Sanyo 
Securities wait bankrupt. 
Tact Monday. Hokkaido 
Takushoku Bank announced 

it was to dose. Today is 
?ipin a holiday Monday, and 
there are fears of more had 
news from the financial 
‘sector. 

The inMiHti of individual 
banka and brokers, as well 

« Iho fwanriri wyittem as a 
whole, are likely to be the 
main rirmnflm Of thfi Stock 
market yet .again this week. 
Of key importance win be 
further dues to the 
government's stance on 

hailin g wit the hanks. 

The Nikkei put on strong 
gains in the latter half of 
last week an indications that 
the government was 
considering putting public 
money into helping the 
banks their backlog of 
bad loans. This week, the 
market will be looking for 
fl rmay indications that such 
pbma are being viewed 

positively, or tt could take 
back the gains of last week. 
On Friday the Nikkei dosed 
at 16,723-58 after ending the 
previous week at 15JX5LB2. 

Developments in world 
markets will also still be 
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h'flnantiwi. With KOTOS befog 
cl o sel y watched. 

The government bond 
market fell last week as 
stocks made gains, but there 
are stil l concerns over the 
state of the recovery, which 
could help bonds if attention 
shifts away from problems 
in fixe ^neial sector. 

The mate data to WBtCh 
will he the national 
consumer price index for 
October, Tokyo CPI for 
November, and October 
industrial output figures, all 
due Friday. 


Natural rubber traders look to Bangkok 


Natural rubber traders spent 
the weekend nervously 
anticipating a meeting in 
Bangkok tomorrow, at which 
Thailand's gov er n m ent rub- 
ber stocks may .finally come 
under the hammer - further 
depressing an ailing world 
market 

At stake are some 122,000 
tonnes of natural rubber, 
bought by Thailand’s gov- 
ernment with the aim of pro- 
tecting the country's many 
small producers by guaran- 
teeing them a stable price. 


The scheme came under 
pressure in July tills year, 
when the previous govern- 
ment defaulted on accepting 
delivery of 23,100 tremaa of 
rubber, though it agreed to 
extend its - intervention 
scheme by a further three 
months and to spend an 
additional Bt3bn ($93n0 to 
prop up prices in the domes- 
tic market. 

The Intervention scheme 
has been under mare intense 
pressure ginne the Interna- 
tional Monetary Fund 


stepped in to offer standby 
credits to Thailand at the 
beginning of August. "It’s 
difficult to see the IMF not 
dropping scone heavy hints 
at least about selling off the 
gfrririlra nr»d wilting Wife pj ft ce 
of state intervention,” said 
one analyst. 

It may not be so easy to 
either sell the stocks or end 
the buffer stock scheme 
itself. World prices for natu- 
ral rubber are already low, 
at less than $090 a kg, and 
world stocks are fairly high. 


at 195m tonnes, and are due 
to rise to 2.05m tonnes by 
tiie end of next year. 

By selling its inventories 
the That government would 

merely depress prices and 
further irritate local rubber 
producers, a situation the 
new administration is under- 
standably keen to avoid. The 
Rubber Research Institute, 
part of Thailand’s agricul- 
ture ministry, has said it 
does not favour a sale. 

According to Robert Wil- 
lis, rubber industry special- 


ist with the commodities 
analyst LMC International: 
“This intervention system 
has been very expensive for 
Thailand and is not sustain- 
able. There is a risk that 
whatever the government 
does will backfire. The stock 
is p retty small but relatively 
significant at the margin 
when we already have large 
global stocks. To sell it off 
could drive prices down far- 
ther, and the overall nega- 
tive effect would be much 
greater than not to selL" 


Dollar set for reversal against D-Mark 


The US dollar looks likely to 
reverse some of its recent 
losses against the D-Mark, 
with technical and funda- 
mental si gn po s ts both point- 
ing to a stronger greenback. 

The dollar enjoyed a good 
day at the end of last week, 
rising against the German 
currency to end European 
trading at DM1.7480. 

Marc Chandler, currency 
analyst at Deutsche Morgan 
CrprifpTl fa London, said the 
dollar had moved to the 


upper end of its wide four- 
week trading band. He noted 
that, since the dollar’s down- 
trend in early August, inter- 
national fond manag ers 
were said to be underweight 
in US dollar positions. 

Hints have also come from 
European Union member 
state officials - including 
Hans Tietmeyer, Bundes- 
bank president - that the 
European economic and 
monetary union interest rate 
may not be a simple average. 


The suggestions have been 
for the rate to converge 
around a lower average of 
the ‘cere* countries, such as 
France, Holland and Ger- 
many, rather than jnclntiteg 
the higher Interest rates & 
Italy and Spain. 

“This would seem to help 
buoy sentiment among those 
who place emphasis on inter 
est rate differentials in 
infiaeoctog the dollar, " Mr 
f!h«nil)w said. 

Brian Marber. an indepen- 


dent technical analyst, also 
fthiiw the dollar is in good 
shape against the D-Mark. 
Mr Marber said the US cur- 
rency had bounced off Its 
one-year average and needed 
to close at DML7892 to break 
its downtrend. 

This strength does not 
extend to the yen, against 
winch the dollar tested its 
previous high twice but fall 
hack. A close at Y125.555, 
“and it’s all over for the dol- 
lar,” Mr Marber 


If the dollar does continue 
to rise against continental 
European currencies, then 
sterling is likely to follow - 
especially given the strength 
of speculation over further 
interest rate rises in the UK 
pipeline. 

Mr Marber said that, tech- 
nically, sterling was sitting 
right on its downtrend 
against the D-Mark. A sharp 
move upwards could see It 
test its recent high of 
DM3.06. 
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MMWCTS By Jonathan Ford 


Asia contagion 
breaks Russian 


10-yr beriicftim^ 


'Parcertt 

■'**■-*■ 


UK 

Germany «< 

France — 


virtuous circle 




Russia briefly basked in the 
glow of International inves- 
tor acclaim, this summer as 
its stock market boomed: its 
banks, regional govern- 
ments, and - companies 
tapped the eurobond market; 
and the chatter grew louder 
that “the world's last great 
emerging market" was ready 
to roll 

As a result, a virtuous cir- 
cle begun to develop in the 
underlying economy. As for- 
eign capital flowed into the 
country, interest rates fell, 
the rouble stabilised, and 
corporate Russia showed 
interest in investing in the 
real economy. 

After almost a decade of 
contraction, industrial pro- 
duction showed signs of life. 
Russia appeared poised for 
growth. Such midsummer 
dreams wafted share prices 
still higher an bullish earn- 
ings forecasts. 

But as the first snows of 
winter swirl around Moscow, 
concerns are growing that 
Russia might slide into yet 
another downward spiral as 
these benign - economic 
trends unwind. 

The financial turmoil in. 
Asia has jolted Russia's 
hopes of a swift turnaround 
and temporarily cut off 
access to international capi- 
tal- Last week's continuing 
political scandal, which 
badly damaged the reformist 
wing of the government, 
only added to the uncer- 
tainty. 

in response to the panicky 
markets, the central bank 
has already raised the refi- 
nancing rate from 21 per 
cent to 28 per cent and 
announced a more flexible 
exchange rate regime for the 
next three years. That may 
slow capital from leaving the 
country; but it could also 
delay economic growth. 

"If the underlying eco- 
nomic structure were sound, 
then you would have reason- 
able confidence that Russia 


could get through this mar- 
ket turmoil relatively 
unscathed," says John Paul 
Smith. Russian equity ana- 
lyst at Morgan Stanley, the 
US investment bank. 

"But there is now an 
increasing realisation that 
the specific .risks of invest- 
ing in Russia are much, 
much higher than people 
thought before," says Mr 
Smith, a long-standing bear 
on the Russian market. 

The chief danger for the 
government lies in the rick- 
ety stale of public finances 
and a looming funding 
squeeze- The government's 
poor rate of tax collection - 
which recently prompted the 
International Monetary 
Fund to suspend a $700m 
tranche of its $iObn s up port 
loan - has meant Russia is 
still highly dependent on 
domestic and foreign bor- 
rowing to finance its budget 
deficit The difficulty is that 
the cost of this borrowing 
has how soared as a result of 
the market mayhem. 

Troika Dialog, a Moscow- 
based investment bank, esti- 
mates the government needs 
to raise $l.5bn of net financ- 
ing a month next year to 
cover its budget deficit At 
present it is not easy to see 
where it is going to find the 
cash. 

It would seem the govern- 
ment has all but exhausted 
domestic sources of borrow- 
ing. The sizp of the domestic 
government debt [GKO] mar- 
ket is only slightly less than 
that of M2, defined as money 
in circulation and In hank 
deposits. 

Moreover, there are signs 
that some foreign investors, 
who collectively hold more 
than 30 per cent of outstand- 
ing GKOs, are preparing to 
poll out of the market, put- 
ting upward pressure on 
yields and great downward 
pressure on the rouble. 

It win also be tricky for 
the Russian government to 
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access international capital 
markets and raise the $ 3 . 4 bn 
in eurobond issues it had 
originally planned. 

The global financial tur- 
moil has swollen the risk 
premiums attached to 
emerging market bonds. The 
spread on Russia's 10 -year 
dollar eurobond has now 
shot oat to more than 6.5 
percentage points over 
benchmark US Treasury 
bonds. It was issued this 
summer at. a spread of 3.75 
percentage points. 

As so often in the past, it 
may only be the whiff of cri- 
sis that compels the govern- 
ment to act effectively. 
Already, it is talking about 
taking tough measures to 
improve tax collection; this 
time, the IMF is certain to 
hold its feet to the fire. 

The government is also 
p lanning to plug part Of itS 
funding shortfall by acceler- 
ating its privatisation pro- 
gramme- It has lifted restric- 
tions on foreign 
participation In the forth- 
coming privatisations of sev- 
eral big oil companies. Shell 
and BP, the two biggest 
European oil groups, have 
already expressed an inter- 
est in participating. 


Some analysts argue that 
so long as the government 
shows it means business and 
the instability in the world's 
financial markets blows over 
soon, then Russia will be 
able to squeak through this 
winter. 

The long-term bull argu- 
ment will then again reas- 
sert itself, they say, and 
little lasting 'damage will 
have been done. 

Jonathan Hoffman, east- 
ern European economist at 
Credit Suisse First Boston, 
the US investment bank, 
says the Russian govern- 
ment has so far responded 
sensibly to the market 
unrest by pursuing policies 
which are the direct antithe- 
sis of those followed in Asia. 

Russia has widened its 
currency band rather than 
sticking to a pegged 
exchange rate, giving the 
market the chance to work 
out for itself that the rouble 
is undervalued. 

"Russia has been caught 
In the contagion from Asia. 
But by and large it Is not 
warranted," he says. "The 
long run Russia story 
remains intact I think these 
~are great levels to be buying 
back in at" 
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East Asia swallows its pride 


East Asia's financial crisis 
has prompted a redefinition 
of the phrase “irrational exu- 
berance”. Originally coined 
by Alan Greenspan, chair- 
man of the US Federal 
Reserve, to describe the 
behaviour of stock market 
investors, it is now increas- 
ingly applied to the past 
investment practices of 
Asian companies. 

A recent report by JNG 
Barings highlighted the 

extent to which Asian com- 
panies over-invested in new 
industrial capacity prior to 
the recent falis in their 
equity and currency mar- 
kets. 

This over-investment - the 
result of protectionism, poor 
lending practices and overly- 
rapid credit growth - has 
raised the spectre of price 
ware as regional manufac- 
turers struggle to raise for- 
eign currency to service 
mainly doUar-denommated 
liab ilities. 

Other Asian stock market 
sectors - notably banking 
and property - have proba- 
bly erred on the side of cau- 
tion in discounting the com- 
ing struggle against what Mr 
Greenspan also called, in a 
less widely-quoted phrase, 
"the headwinds of balance 
sheet repair”. 

However, Barings argues 
that industrial stocks, nota- 
bly exporters, may not have 
yet fully discounted the 
hardship that lies ahead. 
Last week's sell-off in Thai 
industrial stocks after a rash 
of disastrous company 
results appeared to lend cre- 
dence to this analy sis 

Barings is not alone in see- 
ing trouble ahead for manu- 
facturers. Ashok Shah, Far 
East portfolio manager at 
Old Mutual, believes over -ca- 
pacity will force companies 
to cut prices to attack world 
markets. "There are too 
many goods chasing too 
little money," be says. 

Barings found evidence of 
growing price competition in 
a number of regional indus- 
tries, including cement, 
semiconductors, electronics, 
steel and chumimiiK 

The problem was seen 
most clearly in the cement 
industry, where regional 
over-capacity and slowing 
demand have combined to 


Aslan equities 


IFC Asia index (in S terms) 
i£So — 



- 1,000 — — 


- Jan 1997 

Scudc DbbbBVQCV 


push prices down since the 
middle of last year. 

Although cement, being 
bulky and difficult to trans- 
port, is essentially a domes- 
tic industry, the Barings 
report noted that "compa- 
nies suffering severe finan- 
cial difficulties are especially 
motivated to unload prod- 
ucts overseas to raise cash 
and reduce inventories”. 

As a result, many cement 
stocks in Asia are now sell- 
ing at below the replacement 
cost value of their assets. 

Similar problems have 
emerged in the petrochemi- 
cal and semiconductor 
industries. These are worry- 
ing because both are signifi- 
cant export sectors, and 
expected to benefit from 
devaluing currencies. That 
they have not reflects at 
least in part Asia's 
long-standing addiction to 
cheap dollar finance, the leg- 
acy of the old currency peg 
system. 

Korea's semiconductor 
industry, built up in the 
early 1990s to compete with 
that of Japan, was con- 
structed on a tottering pile 
of dollar debt. A recent 
study by SBC Warburg 
observed that the sector had 
debts equivalent to three 
times the value of its equity. 

Many analysts believe Kor- 
ean chipmakers* commercial 
strategy will, at least in the 
short term, he driven by the 
need to service these debts. 
The delicate supply/demand 
balance of the memory chip 
industry will, consequently, 
be thrown out of kilter. 

Unfortunately, there is no 
easy way for regional policy- 
makers to resolve the over- 


capacity situation. The most 
rapid way of re-adjusting the 
supply-demand balance 
would involve bankruptcies 
and massive write-offs - 
hardly an attractive pre- 
scription when Asian banks 
(which would bear the brunt 
of the losses) are weak. 

In any event, there is still 

little enthusiasm in the 
region for such harsh eco- 
nomic medicine. 

However, Laurence Hey- 
worth, emerging markets 
strategist at Flemings, 
believes it is the very sever- 
ity of their financial crisis 
that may force Asian leaders 
to embrace new thinking. 

South Korea's decision to 
swallow its pride and con- 
sult the IMF is one example, 
and could swell to three the 
number of Asian countries 
that have called in the multi- 
lateral Institution. 

"The IMF’s involvement 
brings with it certain conse- 
quences. such as trade liber- 


alisation and opening mar- 
kets. from which there is no 
escape for those seeking 
assistance," be says. 

One result could be a 
surge in foreign investment 
through takeovers, until 
now taboo, as foreign compa- 
nies buy up and rationalise 
existing assets. 

"Companies often have dif- 
ferent time horizons and 
strategic priorities to portfo- 
lio investors, and with assets 
selling at less than replace- 
ment value, anyone looking 
at getting in to the region 
would look very’ closely at 
buying an existing busi- 
ness,” says Mr Hcyworth. 

Much depends upon 
whether regional politicians 
are prepared to take the 
pain. They may have no 
choice. Events in the Malay- 
sia last week demonstrated 
how tough investors can be 
when confronted by hetero- 
dox behaviour from govern- 
ments. 
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VOTO-VOTORANTTM OVERSEAS 
TRADING OPERATIONS N.V. 


GELPAV CELULOSE E PAPEL LTD A. 


COMPANH1A NfQUEL TOCANTINS 


US$ 400,000,000 


US$ 150,000,000 


US$ 42,000,000 


Fixed Rate Notes 
as per cent Notes due 2005 


Medium-Term Export 
Prepayment Program 


Medium-Term Export 
Prepayment Facility 


Lead Manager 


Arranged by 


INGAm) BARINGS 


ingJI»)barings 


Arranged by 
1NG ,1a) BARINGS 


December 1996 


TVEVOTORANTIM GROUP 


COMPANHIA BRASILQRA DE 
ALUM ttUO 


SJL. wdOstrjas VOTORANTIM 
and 

VOTORANTIM CELULOSE E PAPEL 5A. 


Rating Advisory 

StaS tool currency corporate oedk 
ra ongafVBB’ 

Sfift Hwuy ii currency rating erf W 
lor USS400 MUM of Notes due 2005 ol 
Vena-V tim r anti m Overseas Tracing 
Open Mm UK 


US$ 300,000,000 


US$ 300,000,000 


Medium-Term Export 
Prepayment Facility 


Bridge Loan Facility 


Advised by 


Jointly Arranged by 


Arranged and Structured by 


ingAm)barings 


ING A») BARINGS 


INGA*) BARINGS 




If you’re raising capital for Latin American business, 


The strength ofCNG Balings’ corporate and invest- 
ment banking service comes from combining deep, 
local understanding of client needs with a global 
transaction capability. 

At Vote ran dm, Brazil’s largest private sector 
industrial group, wc used our local knowledge and 
our international expertise to advise and assist die client 
through the credit racing process. 

Our bankers in Sao Paulo then worked with 
their colleagues in New York, and throughout the 
wodd, to ensure that Vororandm succeeded in its 


aim to gain broad. Hfiiienc access to competitively 
priced Hinds in the global marketplace. More th.in 
USS I billion in a range of instruments, mam rides 
and structures. 

If you’re looking tor chi* depth of expertise 
and commitment in Latin America, we're there for 
you. For mure information on ING Barings, contact 
us in Sao Paulo, on telephone: +55 11 827 GOUO 
or in New York, on telephone: +1 212 40y 750t>. 


INGii£)BARINGS 


ING fcnopB tbc M p nfc i rinB *oi rah- mmc mol by ING Bmk NV md c*Rtin cf c whatiuna lur it* ivnJixi iN‘e> aiKnuiuiul ccqnnre jaal uir-tn-cra tuntnv huunm 
tNU &n± N.V it pm of ING Group, the Logoi finmiH tanro poup n rtv NnUnb md b Mfufeied h* rfw 5FA lio tlu- conlun u f im-ruuno Iwb m dw UK 






DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Abbey Nad Tr Sera 12% Old. Ntt, 
1807 L600.000 

BAT Capital Carp. G «% Gtd. Bds. 
2003 585 

Bemrose Corp, 5.75p 

BPH Fn. 3% Seed. Effih- Beta. 2002 

SIS 

BRnt bid l.lp 

BrtttsM Aerospace 10*% Beta. 2014 
£1.075 

bid Energy Grp. IJZp 

Kawasaki Steel rv.% Bds. 2000 

Y725.000 

Morgan Stanley Equity Pref. 
11.74082SP 

Other Ashworth Grp. 1.65p 

Redlond Funding 10*% Gtd. Bds. 

2014 £1,075 

rtennhaw 6.76p 

Royal Bank of Canada CSEL39 

Rubeixxd l_9p 

Sanws Australa FH. Gtd FRN- 3008 

&252J4 

Shdar 3.7p 

Toy Homes SJBp 

Tokyo- Mitsubishi imi. A FHN. 2001 
$15/490.63 

Da Tranche B FRN. 1889 S1SA54.51 
Trans-Tokyo Bay Wgh 5*% Old Beta. 
2003 S2Q7-50 
wensum Co. T.57Sp 
WPP Grp. 0.7p 

Yorkshire Btdg. Soc.11%% Sub. Bds. 
22 £1.137.50 

■ TOMORROW 

Brit Gov't Stocks 6tt% Trees 2010 
£3.125 

□aiiy Farm IntL HJdga. $0.0106 
EDo. (Jersey) $0.0185 
□o. pSrMjapota) $0-0165 
Fired Erctfi 12p 

Gartmore Scotland InvaL Tsl A3p 
□a £10.75 

Hangkpng Lend Hldgs. SO .035 
Da yingti 

Ireland (Rep | Var. FUbo. Ureas 1896 
irl .56 

Jart&ne Mattwson Hldgs. SOUTH 
Do. (Jersey) SO 078 
Da (Singapore) S0 j 076 
Jardine Strategic Hkfga. 30046 


Do. Ueraey) 30.046 
Da (Singapore) 80046 
Mandarin Oriental IntL SO.01G5 
Da (Jersey) 50.0165 
Do. (Singapore) SO. 01 65 
Murray mu. Tsl S.tsp 
Penfaisdar & Oriental Steam 13 Jp 
Sanwa Fin. Aruba Gtd. Sub. FRN. 
$817.56 

StnctaA' (WBtarrd HUgs. 6.rp 
Usbome ip 
rule Carta 4p 

■ WEDNESDAY N0VB4BBI 26 
Beretaya Bank 9V&% Bds. 1BB9 FFr925 
Do. 12*% Sen. Sub- Bds. 1097 
£127.50 

Brit Govt Stocks 6*% Trees 2004 
£3375 

CMC Prepentas 1.4p 

Matttoster United A3p 

Menfll Lynch 8020 

Nippon Tel & Tat 6H% Nts. 1907 

£91250 

Rutland Tst 045p 
Servfesalr I.TBp 

Trans-Tokyo Bay Hlph 5%% Gtd. Bds. 

2003 $287.50 

Waterman ParmoraNp l.lp 

■ THURSDAY NOVEM BER 27 
Bank of Montreal C$0.44 

CartSff Auto Rec Secs. A FRN. 1898 
£182.61 

Da Mezz. FRN. 1898 E21&92 
Ghubu Beet Power He. 6vs,% Bds. 
2001 YB1250 

CUy Merchants Wgh YraW Tst. 1.75p 

Go-Ahead Grp. 5£5p 

Granada Grp. 8%% Bds. 1897 £41675 

Housing Finance 11%% Db. 2018 

£5.75 

INVESCO City 6 Commorciaf Tst T.Sp 
London A Manchester 7.2p 
Mdiand Bank Sub. FRN. 2001 £8242 
NatW nst Bank Undid. Var. Rta. Nts. 
£20222 

NKK Carp. 62% Beta. 2002 YB20.000 
Rocteid Sttg Funding 10%% Gtd. Bda 
2001 £10675 

Toray bids. FRN. 1997 Yl 9.685 
WhBbread 7*% Unsac. Ln. 1996/0000 
£3.036301 


Do. 9% uiuec. Ln. 1997/2001 
£1.257534 

Wbohrich Paip. Stria. Bds. £9250 

■ FRB3AY NOVEMBER 25 

Affled bish Banks Undid. FRN. S31SS7 

Da Undtd. VRN. 894.79 

Aslxmns KUgs. 2p 

Bank ot Scotland (Gov. & Co) 64Qp 

Da 9%% Ncn-Cm. 4.S26p 

Do. fl*% Non-Cm. 4*75p 

Btoamsbury PubltaMng Q.7p 

Brittah Aerospace 7.fl2p 

Brush Polythene bids. 65p 

BTR 4p 

Bun Stewart DfatBora 1.7p 
Caagorm No. 1-10 Bldg. Soe. fttvst 
Tst. 1Ap 
Cerbo 0J3p 
Da 02p 

Cater Alton Gft $ Rxed Inc Fund Op 

Da Pf. Yield Gtt Fund. 2Qp 

Ctmtas Stantay Op. Ip 

Chase Manhattan Corpa FRN. 2000 

8150.16 

Ctarke (T)17p 

Community Hospitals Grp. 7.8p 

Dumyat Invst. TsL 0.49p 

Rnenee tor Paopto No.t A1 Mart Bhd 

FRN. 2036 *159.07 

Da Ctaas A2 Mart Bkd. FRN. 2036 

£18585 

Da Ctaes B Mart Bkd. FRN. 2036. 
£191,04 

Da Ctasa C Mart Bhd. FRN. 2036 
SI 8651 

Herring (Ft) Nath Prtm. Cep. Undid. 
Gtd. FRN. S32661 
Frcgmore Estetes I67p 
Geared tacoma trwst Tst O.B75p 
Do. (L875p 

Glasgow tnoome Tat. 0.6p 
Global Grp. a 23p 
Goadhead Grp. 0.3p 
Haggaa (John) 3p 
Halstead (Jams) 6l5p 
Harvey Nash Grp. i.fiSp 
Hometa ana NoZ A1 Mort Bkd. FRN. 
2028 

Da Class A2 More Bhd. FRN. 2026 
£18680 

Da Mezz. Mart Bkd. FRN. 2028 
£199.76 


THE WEEK AHEAD 


How Grp. 0J5p 
Eton Grp. 2p 
baton lap 

tatarcumpe Tech Sarvfces 3.6p 

Irish Rarm a nent Trees Gtd. FRN. 1999 

£1636 

Johnson Fry HUgs. 2p 

Kleirwert Benson Prf. Cap. .Undid. 

FWLS322JJ9 

Lbw Printing Technoiogi«i 2.7p 
London & St Lawrwce Invst. Co. 
328p 

Maiden Grp. 2p 

Maunders (Jotvi) 3.7p 

McAttrine (Mfrixfl 3 b 

M 6 G Wflh tocomo bwoL Tst DJGp 

Da O.06p 

Da 0.96p 

Murray Venhns 11.Q5p 

Nippon Tsl and T«l 9%K Nts. 1998 

848675 

Old Mutual South Africa Tat tL7p 
Pertco Grp. 66p 
Premier Fame! 5.7p 
Da A.D.FL 302313 
Premkin Tst 2Jap 
Reckow Grp. 2-4p 

Repeat Oftaring Sec Ent No.1 A1 FRN. 
2001 £93.17 

Da Class A2 FRN. 2001 S9Q618 
Da Class A2 (b) FRN. 2001 £128652 
Oo. Class A3 FRN. 2001 51.51668 
Da Ctaaa A3 (b) FRN. 2001 £128660 
Da Class A4 FRN. FRN. 2001 
£1,564.68 

Da Class A4 94 FRN. 2001 £1^4697 
Da Oass A5 FRN. 2001 51.52657 
Da Class A5 (b) FRN. 2001 £2J»629 
Da Ctaaa B FRN. 2001 $1,845.79 
Royal Bonk Can FR. Dba. 2005 $44.72 
Russel (Aknander) I2p 
Sanyo Seotric FRN 1998 Y21.0B3 
Semjrie Cochrane i.8p 
Senior Engineering ap. 1.6p 
Thorntons 42p 

TMC PJ.M.B.S. Hn. A Nts. 2031 
£3422 

Da Ctaea B Nts. 2031 £20121 

Tottenham Hotspur 087p 

T and S Stores a Mp 

value and Income Tst. EHfc% DO. 2026 

£4.6875 

va 2Ap 


FrNANCEAJL* TIMES MONDAY NOVEMBE 


Verity Grp. 61p 

Walker. Crips . Weddta, Beck tJSp 
Waterford Wedgawood b035p 
Webs Fargo FR SUb. Cap, Nts. 1999 
*151.77 

Dft FR Sub. Nts. 2000 *4521 
Whtaanl of Chetaes Up . 

■ SATURDAY NOVEMBER 29 
CLS Hldgs. 2J3p 

Gartmore Brit Inc and Growth Tst. 

9 Xp 

Da 2JSp 
SF1 Grp. 0.4p 

■ SUMQAY NOVBHBER 30 
Adscane Grp. 7%% Cam/. Rd. Cm. 
3275p 

Afltad Damecq SWK Cm. PL 1A2Ep 

Da TVi% Cm. Pt 2L02fip 

Bankers ktvsL TsL 125p 

Da &5% Cm. Pt. £1.75 

88A Grp. 675% Cm RcL Corn, pfj 

5L373p 

Cep end Counties 6ft% Mort. Db. 
188512000 £64375 

Ctaytnthe 9.5% Sub. Conv. Unsec. 
2000/01 E4.75 1 

Durrtop Plantations B% Cm Pt 2. ip 
Henderson Beet & Gen Tst. 10%% Db. 
2011 £5275 

Huntkig 625% Cm. Conv. Pf. 4.125p 
Hyufeo-Quabec 15% Ln. 2011 E7JS0 
Jasmin Conv. Urrsea Ln. 1899 
75-61 B4p 

Royal s. Sun AUtanoe Ins 725% Cam. 
Sub. Bds. 2006 £3625 
Sedgwick Grp: 7%% Cbm. Bds. 2008 
E181J25 

Storitag PubGsNng 6% Conv. Cm. Rd. 
2000 3p 

Stocktard Sefeen M. (L375p 

Tate and Lyle 3-625p 

T.H.F.C. Qndexod 2) 5.5% 2024 

£2-9635 

Throgmorton Tst. 121% Db. 2010 
£615625 

Da 7.25% Cam. Unsea 2003 £3.625 
T.T. Ftaance 111% Gtd. Db. 2018 


UK COMPANIES 


■ TODAY 

COMPANY MEEHNGS: i r .. 
Ha mbros Srreder AstanCtfa TMi 41. 
Tower HR. E.0. 12L00 _ 

Murray Ventnras, 7. West Ms Street. 

Gbsgow,-1Z30 

BOARD MBERNGS: 

Route 

tatobenk brtL HMg*. 

Paragoa 

Urtktara 

WMarfaH 

Marimc 

Amsoo 

European Telecom 
M^cs&o Wines 


Interims: 

Mdah Btatoch. 


Junk I fi/Mi 
Mouw t vtew Estate* 

»■ -»r m 

FwOWP . 
OgtaabyA Butter 
O ava r n Trent 
Thom 

Tope Estates 
Triplex Lloyd 
Vfeecfc 

Wagon tad 


Morttcs inv Tat 
South Stafis Water 
TBI ‘ ‘ 


■ TOMORROW 
COMPANY M8EI14GS: . 

Betacoan. M»ytp«ri Manor HoteL 
London Rond, Brentwood. Essex, 
1000 

Cwe t o w Land a Estates. Grasvenor 
Hotel. 101. BucMnghsm Palace Rood, 
SJN. 12JJ0 

Exmoor Duel brr TsL Chamber of 
Shipping. 12. Carthuaien StreeL EXX. 
320 

Frog m or e Fatal as, Durrants HoteL 
George Street; W„ 11.00 
krtareuropa Technology Sarvioea, 
21-23, East Street, Farehem, Hants,. 
11.00 

Nat West Starter Cota Inv Ttt, Fsn- 
chuch Exchange. 8, Fbndiuich Place. 
ECL 12J30 

Smtth* lads, 70S. Finchley Road. 
N.W. 1600 
BOARD MEETINGS: 

Rrtata: 

Anglo Ush Baik 
FkMUy Aden VMoes 
McCarthy ft Stone 
McLeod Russel 
‘ Nord Angle Education 


■ WEDNESDAY NOVEMBSI 26 
COMPANY MEETWOS 
Premium Tst, SaMra Court, 90, C 
Tenure, Edtabutgh. 12J0 
JBQAROMEET1NGS: 

Ftaafac 

TMa&Uriu ' 
b it wbn a : 

AMpnmg Furniture 
Anfeer tad 
CefTyns 
Ham pson tads 
HeBcrt Bar 
MM Kant 
Pter Property 
Southern Bectrio 
Tinsley Robor 


■ THURSDAY NOVSiBBl 27 
COMPANY MSTMGS: 

Maundare (John}, Hrtdey tan. Crowne 
Raza, Peter Street. Manchester, 12.00 
Redrew, St DcnfrTs Park HoteL St 
David's Park, FSntsMre; 12.00 
St lms« Lavington Street. &£, 10.00 
Tottenham Hotspur. 748. High Road. 
Totterriiem. NL 2-30 
BOARD MEETINGS: 

Rnafcc 

Advanced Power 
Bedstead 
Concentric 
M &Q 


Royal Scodw^ 

Scot k». 

Wlgtacre Ptope ry h*,_ 

Woherftampton ft DuW 

IntarimK 
Applied Hotegr- 
BPS 

Bristol United Prert 
CMedotria hw 
Qorrtno 
Evans Leeds 
Johnson Mattltey 

KewB S»aton*» 

London hit 
MataotMtlads 
Symotate 
31 

Wfflnx Water 
YoihaMta Water 

■ FRKJAY NOVEMB£R 28 

srsr-.- 

Holldtaf inn. 
Peter Street Morichrt- 

ltetWane**> Bren**. ’■ Lo ^ 1 
tC„ 12.00 
BOARD MEETINGS: 

Finals; 

I lenders on Strata Imre 
Intetfcna: 

Cox l uauiawcn 
GEI 

Latham (James) 

Cornpcm rtwobfioam a *** ^ WB ' 
meetkvs untass otherwtta Stared. 

Please note: Reports yd 
not normally avnl^ 
niately Six weeks alter tho beans me« 
taw approve me pretanta oiY teaute . 
TTW IW ta not necessarily eonpnriiiirh 
sfve sneo compcnies fflj •« 
obliged to notify tho Stock Exchange 
of Imminent announcements. 


CONFERENCES & EXHIBITIONS 


I V '*5£*i '■ . ; a rti! 


Competitive Advantage in 
U» Networked Economy 

fMarFonim Executive Briefing 
This unique went has been prepared 
lor both the burirass mar 3s we* as 
(he IT strategist end V you we looking 
Id exploit ungtiia advantage (rain rT 
investment, this tsMtag could save 
you end your company ml uaUe Dme 
and money. OtataguMied speahaes 
from IBcroaofl, IBM, I CL, St a llw are , 
Novrt and UneOne wll hsta you 
Wendr opportjnBes and tamuian 
buataess awagte, hpplemenBng 
(he convergence ollT and Telo- 
commurikreilnis commoriy referred to 
as Networked Information Technology. 

1 day - E11S+ VAT 

Contact Helen Gfcson on 
01784 4730QS 
Ema&flaxton@8}nuiQt 
h^a t fwwa Unl eriofTxnjorg 

bwHuteol Okeetoa, 
TIG Pal Hal. 

London 


Association of Corporate Treasurers 

Corporate Finance 

Sponsored by SBC WARBURG 
D&onRead 

C or porate Finance la one ot 
the most glamorous corporate 
activities. This two day 
Conference, designed by 
lead ng practitioners, wiH give 
delegates a thorough 
understanding ot the key 
topical ejects of Corporate 
Finance, and wOl Include 
many practical case studies. 

For Registration Details: 

Kathy Bremen 
■» 01712139728 
Fine 0171 2482591 
Bnattraasura^compuaervocom 


London 


Conferences 

& 

Exhibitions 


DECEMBER 8 & 9 

FT World Pulp and Paper ■ 

Conference 

Focusing on issues concerning the pulp 
end paper industry, their customers and 

m lnli m w i fnnfoniwi «fwitw« Inrfairff- Mr 

Brett G Hunan, Chief Financial Officer. 
APRIL; Mr Manhiko Ohkum. 

Qjj Paper Ga Ltd: Mr Arnold M Nenrirow, 
Chairman and Chief Executive Officer. 
Bowster Incorporated. 

Erijoirics; +44 171 896 2120 
Fax: +44-171 896 2596/2697 
Email: tudndai@'pcanan-praoam 

LONDON 

DECEMBER 8-10 
Fboed Income Securities 

• Government Bond Markets • Draneatic 
Markers ■ E ur obond s • Issuers. Invesron 
■ritawmedtaries * Primmy axl Secondery 
Markets • Bond Trading Strategies ■ 
Hedging and Bend Derivatives. 

3 Days. £825 * VAT 

ftwMrt; Hhdiin In l miMi iml pic 
TU: 0171 628 4112 Ftac 0171 6284113 
huemec htqc//wwwJrircfaiacom 
Emaik biichin@birchhLcom 

LONDON 

DECEMBER 8-12 
Corporate Credit Analysis 
Skills- Level 11 

• Sources A to a y reCMton of tnfonuaixm ' 

• Non-ftnancial Factors 

■ Management Competence • Cashflow 
Modelling * Accounting Concepts and 
Standards ■ Creative Accounting 

■ Contingent Liabilities • Corporate 
Failure wd Recovery Strategies. 

5 Days. £1073 + VAT 
Contact: Bircfcin tacemaaonal pta 
■ftt 0171 628 4 1 12 ftac 0171 628 41 13 
Internet: tmpcJ/wwwionMaxom 
Email: biidiin@birc(tiiLcan 

LONDON 


DECEMBB1 10-11 
Hie Risk Management 
Programme - Workshops 

InKOTVE one-day modules 
Idesitiiying and Quantifying Business 
end Financial Risks - 10th December. 
Developing and Implementing n Risk 
Mana g emen t Strategy - II A December. 
South & WflEamson in a>-opcraxion with 
King's College London. 

Please contact: Amt Monks 
TH: +44 (OJ 171 637 5377 
Fare +44(0) 171 631 0741 

LONDON 


Conferences 

& 

Exhibitions 


To advertise conferences, exhibitions, 
trade fairs, conference venues and 
training courses to approx 1.2 million 
readers worldwide. 

Contact Vivenne Eka on 
+44 171 873 3507 
fax +44 171 873 3098 


Financial Times 


The Cato Institute and The Economist invite you to 

Solving the Global Public Pensions Crisis 

Opportunities for Privatisation 


8th and 9th December, 1997 
Queen Elizabeth II 
Conference Centre 


A John conference with 

GOD 

iNsrrruTE 



Outstanding Panel of International Speakers include: 


Gary Bedoer 
IWilfcWftWMt m— in 


Frank Field 

UK Miteattr c/’Stanr finr Jcnri 
ten« md WfmRsform 



Hr. Hoo. Peter Lflley, 
Ur Swfew OHPKtBcr of 
tbt Cnb^Htr 


Antonio Martino LeszekBaloeroWicz I Carlo* Boloria ■ 

Formrr ll^ian Fortip. Mumttr Former Drjmty Prime Mimlrr. I fonwrr Brtmu MobOO. Pent 


For cmnplcg prugmcnac «cc wwaw> rii i h<vm ity4MK 


JovePinera 

fanner Umntrr 
BfLab<mr.CMe 


Naoki Tanaka 
21 * Canary PaMt: 
FoUyhatauu.fepee 


DECEMBER 1 & 2 
17th FT World Telecoms 
Speakers: Sir Peter Bonlietd CBE, BTS 
Rkbmd Brown, Cable and Wirckss pic 
Mr luukbiro Miymzu, NTT: Mr Richard 
C Noiebaen. Ameriurcb; Mr 
Chriraopber Gent, Voda phone Group 
Pic: David Twyver. TelediK 
Corporsdan; John Shigmore, UUNET 
Technologies: Reed HundL Federal 
Communkatkau Commisaioo; Andrew 
Sukawaty. Sprint PCS (LISA). 

Enquiries: Stan Fancoun 

TU: 0171 896 2526 Fax: 0171 896 2696 

e-mail: rianf@peanan-prtr.cani 

LONDON 

DECEMBER 2-4 
SHOREXS7 

is the premier offshore exhibition and 
conference. SHOREX brings together 
oITthore service providers, inuir- 
mediartca and cheats to share die beat ta 
offshore prefessionsl service* sud 
offshore finance. 

If you would like to visit die ohibiuon 
or attend the conference, please call 
Amu Klein on t4Tl7t 4S2 1008. 

Burinexs Derign Cecirc, IX3WPOH 

DECEMBER 3-5 

VantUB Forum Europe *87 

Anaoged by FT Conferences and \taatum 
Eeoorenics. tins 8lb sraal Vfcnmre Rvum 
Europe looks h ihs latest in/bruHtkn aa 
privn apnty in Europe, tbc debl puifaa, 
exits, bow privatisation is fuelling 
in vcatnCT in CftE Europe, oppmentaua 
in other e m erging markets and haw 
Europe is incre a sing in appeal to dm l)S 
mreriot 

Enquiries: Sarah Gfcb. FT Conferences 

Tel: +44 171 8962539 
Fax: +44 171 896 2696 


LONDON. 

DECEMBER 4 & S 
International Payments 
Symposium 

Senior experts from central and 
co mm e rci al banka win dtacua: Steps to - 
reduce FX settlement risk In global 
currencies: payment system initiatives hi 
several countries; Elf-wide issues, 
including payments duoo^i TARGET md 
die Euro Oearfqg. 

Enquiries: J K Events . 

TW: +32 2 344 6232 
Fax: +32 2 344 7564 

BRUSSELS 


DECEMBER 11 
Benchmarking Your 
Performance Measures 
Speakers on Future Relevance of 
Bendunarkiitg Exodaes and fefonnanee 
Measures. Given tbo Rale of Change 
(Abbey National); Benc hmar k i ng in the 
Public Sector (London Underground); 
Benchmarking Cate Studies. Afternoon 
syndicate exercise on Starting the 
B ovin i mi king Pro ce s s ... Outline programme 
of 1998 meetings available, 

EoquhieK Foundation fix feriaunmee 
Measurement Tel: 0181 541 1696 
Fax: 0181 3462105 Enanb Bdh@>fjpnuxni 
Internet wwwjbnucom 

LONDON 

DECEMBER 11-12 
Fundamentals of Swaps 

• Market Bistory and Development 

• Swaps Maritef Playen • Baric Swap 
Mechanics - Interest Rale Swape 

• Currency Swaps • Swaps Maths 
- Practical Applicants*. 

2 Days £650 + VAT 
Contact: hire tain bnematkatai {Ac 
Td: 0171 628 4112 fine 0171 62S 4113 
Internet: http://www.bircfain.com 
Email: &trcbin@biTciiircOoai 

LONDON 

JANUARY 13 
THE ECONOMIST 
CONFERENCES 

Achieving (Habeas sneers ii Rnana and 
Central Europe. A one day interactive 
busi netsfcnt' i nc t: for US usi liiB. 

For ftgdasr tafarmation remT 
Andrea Statk. The Economist 
IntdBg enee Unit 

Tcfc (43 1 or tad. 01143 D 71241 61 40 
Hue (43 1 or intL 011 43 1)7146769 
EtnatL-AndieaStatk@r«ioam 

Marrirt Bast Side Bad. NEW YORK 

JANUARY 27-28 
Now Sourcing Strategics 
for the Hnanc* Function 

23% of d ire c to rs on ta on ree part 

of the finance function. This conference 
CTftreines these new sourcing strategies 
and examines potential cost savings and 
imp roved service levels. 

Enquiries: Jane Mill* 

TH: 0181 8793355 
FaC 0181 879 1122 




Electro metal U 8 
Enterprise in Iteku-Hniaiiil 
A contact forum for 
companies in the fields 
of electronics and metal 
engineering. Participants 
(about 120) from Finland, 
Sweden, Denmark, 

Great Britain, Poland 
and Germany. 

Ftaal day for recpstaMtan b 
D9cariber15,1997. 

No registration fa& 

Morekitormafon: 

Tst +385*254 6211 
Fax: +358*239 4296 


Finland 


The Leadership Thai Foundation 
faaugnal Conference 

"Laaderahip Devalopmant 
tint challanges ahead' 

The new mitierailun) w9 see 
the nood lor new leadership, 
ttte these new leaders who 
wta succeed. This conference 
provides an opportunity to 
share the knowledge, practical 
experience and creative ideas 
fri leadership development 
that are pointi n g Bis way to 
competitive advantage. 

Contact: Crtwrine Briggs 
Tbt +44 (0)1909 750705 
Ftoc +44 (0)1909 750704 
Bnefcttraseangtfalpfp iB CCom 

'fCndenf^Aut 

FltyUmtJ CHmiyNw&arloe&tB 


FEBRUARY 3-4 
Corporate Intranet 98 

Designed to provide you with the frets 
you ncod'to prepare for the digital 
economy. Corporate Intranet 98 coven 
the buiorei and rcchnologial issues 
involved in developing- internet/ 
inmnetAUiiuet applications. 

Enquiries: Jane Mills 

Teh 0181 879 3333 Rue 0181 879 1122 

Eunfcj«ir.i»rifrri3bMotac»*nriiigpocccoifc 

LONDON 


FEBRUARY 3-4 
New Media In Business 

Discover bow to sell, leach and mod vatu 
using the power of sound, motion and 
interactivity. Strategic and financial 
issues of Multimedia; Innraei/lntranets: 
E-Business; Digital TV; how the 
exploitation of new media can bring 
competitive advantage. Presenters 
include: CHBi; IBM; British hac ra cti re 
Broadcasting; New Media Factory; 
Arthur Aodeoen ; Open University. 
UNICOM 

Tet Ot 893 236 484 Ftac 01 895 813 095 


FEBRUARY 9-13 
Kriowtedge Management Series 
The first complete European KM event 
leads you from an Introduction to KM to 
Advanced Toots and Systems. Pretcm c a 
include: Knowledge Associates, - 
McKbuey & Company, The Knowledge 
Wa reho use: Masons Satictaxs; Sederaa 
Finland; Norwegian Technological 
imr in mq tnuiMwiwi . i l CTBlt; Cnnfidd 
School of Management; KPMQ-. ICU 
Management Cbotre Europe; Coo p e r s & 
LybrandjNIP 
UNICOM 

Ibt 0189S 256 484 Ptac 01895 813 09S 


LONDON 


Managing tin Kbw IT Agtnda 

Solutions and strategies tor 
managing unprecedented 
change In the IT Function 
presented by leading speakers 
from industry, London Business 
School and MIT. Senior 
executives In IS, corporate 
strategy and the finance 
function wffl gain Insights 
and perspectives into the 
management of key fS 
issues tor their orgarfsations. 

Contact LtadanSatoy 
■ft* +44 (0)1712825050 

Faxs +44 (0)171 7947875 

E+nal:LSdby@a»ftcidt 

hapjftratailiM a : ikbMMBf 
London 


Conferences 

& 

Exhibitions 


FEBRUARY 17-18 
The Euromoney International 
Bond Congress 
A unique comhfaarion of a rbnfr i mrai and 
exhibition. U gives bond market 
profes M cmlx the opportunity w besr from 
leading experts, discuss new ideas and 
develop newpanmas. Over 1.100 de Jcg a ca 
bom 47 coorito, mdudtag 450 iurenore, 
attended in 1997. 

Pleaw contact: Catherine HiHier 
Tht +44 10)171 779 8322 - 
Faxi +44(01171779 8396 

QEII Centre, LONDON 


FEBRUARY 23 & 24 

FT New Media's Broadcasting 

Conference 

This year's offers a unique opportunity to 
kmn more stw the latest devtiopmeras fa 
the broadcasting indu str y and csmbRsh 
fnrtw* 1 W °t*i key ^obri. *dd«i in 
this fast changing business. Speakers 
include: Mr Graham Wallace. Cable & 
Wireless Communications; Mr Andy. 
BirohaO. On Demand Management' Ltd; 
Mr Simon Hodnusez; Video Netwpitai Lai; 
MrAdu Singer. Fkxtechpfc. 

Enquiries: Sian Fanawir 

Tet 0171 896 2626 Pax: 0171 896 2696 

e-mail: staoR^poanon-pnxcom 

LONDON 





MARCH 05 & 06 
The 4th Annual World Steel 

■■ . Conference 

FEBRUARY 16 

The 14th Annual FT world dna aeries of higb-toval fauns cagmfaed by 

Motor Conference FT Conference*, ta associarion widi CRU 

T? drengfag reie oftbe car la das rbrare of inaaratieraL Hu. event' wffl provide tatiEfr 

tins mmr FT automotive event winch wfll , . i.. 

beqg iqgedxrtagn-level axtosuy enxsaines • 

to discuss ibis and oflrer developments ““’ Teassess toe opportunities n emergmg 


D± +44 171 8961 
Ear+44 17t SJ6' 


FTCocfejcjKTs Cboiataljaanda Robots, FT Ccofarerees 

n . ’Psfc+44171 896Z13D 

K Fax: +44 171 8962056 

co-pKxcom _ % Bmril: bciudaagipeaimspracgin 

LONDON ■ . LONDON 


OPPORTUNITIES FOR 
FREELANCE TRAINERS A AUTHORS 
IN THE FINANCIAL SERVICES INDUSTRY 

Securities Institute (Services) Ltd is the training arm or the 
Securities Institute. It offers a wide range of courses, 
seminars and publications designed for financial services 
industry practitioaers. 

To accommodate the increased demand for training and 
competence within the financial services Industry, we are 
broadening our. range of educational training programmes. 

We ore currently extending our panel of freelance 
professional trainers and authors who train and write on 
relevant technical issues. In particular, we are continuing to 
expand our range of CHEST training courses and are 
interested in hearing from trainers ln this specialist field. 

If you are a trainer and/or author working In any area of the 
securities and investment field, both in domestic and 
■ international markets, then we would like to hear from you. 

lb discuss training or writing on a freelance baik 
please contact: 

After CaUureU (CREST Training) ok 0/77 2D 3974 
Zma Jhrldgm (Rrtf/ ireri o n at Training) au 0 / 7 / 283 3974 
Debra MeuUimon (PubUcatione) or 0/7/ 929 S3* 7 


Conferences 
& Exhibitions 


LONDON 


Conferences 

& 

Exhibitions 



FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


L ■ J^UT. 1 “? t p eeSn a overseas go as well as you had 
Why not ? EW you lose out to cranpetitor 
who tfld speak the language of the customer ? 

- Dont let It happen again - 


Call BERLITZ for detalla of *Dohig Boshwra In* 
• rrancWGennan/Spanfcah NOWon 

0171 - 915 0909 
0121 ■ 643 4334 
0161 - 328 3807 
0131 - 228 7198 


Helping the Worid Communicate 


To advertise contact Vivienne Eka on +44 171 S73 3507 or Fax +44 171 873 3098 
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CURRENCIES AND MONEY 
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CROSS RATES AND DERIVATIVES 
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• 078 

Jun 

i 

■-.sZstr-: 


.+02052 

12760- 

12700* 

,1. ; . 

j- w;?... 


■ PHUHlPHU SE CIS OPTIONS £31250 (cents per pound) 


Strike 

Price 

Dec 

- CALLS ■ 
Jen 

Fob 

Dec 

- PUTS 

Jan Feb 

1280 

227 

685 

325 

087 

lie 220 

1280 

1X8 

63S 

224 

128 

2X2 328 

1.700 

1.03 

121 

2X4 

1.83 

ifM 326 

Pmkwe days wt. OMa 732 Pun 37B7 . 

. Prav. dqr» open fed, Ctei 31 JBB Puts 2BX44 


■ l»f«APGU>*aUI JBIMlUinC/MO rn OIW DM62300 (SpyDkQ 


Strike 

Price 

Dec 

- CALLS - 
Jan 

Feb 

Dec 

— PUTS — 
Jen 

Feb 

0270 

089 

120 

128 

025 

024 

072 

0275 

027 

120 

128 

0.42 

074 

024 

0500 

035 

075 

122 

028 

120 

1.18 


nradous dxyV wL, CMa 34 nds 20 . Prav. da/a open inL, CWb 9X16 Puts 31X42 


OTHER STATISTICS 


STOCK INDICES 


Nw 21 Nor 20 Ko» 19 MW 18 Nor 17 


-1*87 -. 
Kgh Low 


Mgh Low 


Nw 21 Nn 20 Nw 19 Nw 18 ttw 17 


— 1887 “ 
Htflii LOW 


J*L 


Low 


FTSETOO 

FIS 250 
FT5E250 wIT 
F15E350 
FBESmaKap 
FTSESnalCMi 
FTSE M-SMra 


4885* (SUM 4830.1 48«&4 4887* 5S3U 4056* 5110* 8BB* 

4BB57 48422 46303 4B23X 4825* 49881 43862 4961* 13704 

4703* 46832 46733 4663* 46954 4995* 43807 4*5* 13782 

2391* 2367.1 2335* 23402 23494 3S4&4 2017* 39494 694* 

2279*1 227420 2Z75*3 22I9JB 22B826 2NK2D2T7629 2 0829 136329 

229526 229449 2296*9 «9027 2B922 240222 2136*2 2(0222 1383.79 

2344.62 231423 2295*1 2290*6 2299.43 249241 1989.78 2(9241 61*2 


FTSE I 
FTSE Baoliack 100 

FTSE Bnlacfc 200 

FT 30 

FT BMSkbKbb . 
ft Rnd Hunt 

FISEGdd Iftm 


1253*0 124844 1249.11 1251*7125523 046521223481346*2 

257683 254522 2510*7 2506*9 2495*3 239UD 1893*0 2794*0 

2584*1 255829 2517*0 2518*6 2520.19 Z7B5J7 19(7.1 1 271927 

3204* 3198* 3130* 31474 3133.1 3*303 2B7B* 34303 

99*2 100*5 8944 99.13 98X2 101*3 9321 12740 

13229 131*9 130*9 130*8 13059 133*4 113*5 132*7 

1076*4 1069*6 105520 1065*0 1081*1 2974*1 1055202074*1 


31.14 

900X5 

938*2 

494 

49.18 

5053 

922.18 


FTSE GOLD MINES INDEX 


K cbg MM 

■n* atace MtCie BoM Greas dr WE 
21 31/12M StM 9Boa> J*U % mOo 


52 

Bbk 


Law 


LONDON RECENT ISSUES: EQUITIES 

Issue Amt IfkL Clooe 

price paid cep 


up 


1987 

Hfli Low 


Stock 


pice 

P 


+/■ 


Net Dtv. Gra PTE 

dv. ew. ytd net 


Gold Men toknc (33) 1078*4-41* 28*7 1BUB 

■ tenfanal tarfces 
Africa r 5) 110348 -48.1 

Australasia (6) 1042*9 -S3* 

North America (12) 1085.85 -35.7 


- .1838*4 1055*0 


19*1 2475*2 1082*3 

12.72 2217*0 994.75 

40*6 1793.49 1058*7 

CapyrUM. FTSE tntoTXriXxxd Umfead 1997. Al ridds raeanrad. Fbuea In 
numtw el eorepanlae. Bada US Ooeats. Brea Vakws 100000 31/1883. 1 1 


673 

2J6‘ 

20.19 


22*9 

9*9 

6602 


648 

3.72 

1.10 



BANK RETURN 


- RP. 31.7 2C7iz 

- FP. 1*54 

- FP. 678 » 

- FP. 008 12 

§90 FP. 13* 1 

I FP. 6*4 11312 IT 

§150 FP. 847 153)2 1 

• FP. 20* 100 

' FP. 1*0 35 

- FP. 45.7 1 
§128 FP. 1260 1 

IB FP. ma 1 
IBS FP. 15* II 
■ FP. 865 
§45 F.P. 21.1 


198 BCH Group 
5Blj BG’H - 
18)2 ISuckfaaid fen 
8 


200 


RW62 1J 3* 169 


+1 


Capital Opps Tat 
IObsco fed 
100 Foresight Inch 
DoMtoRaita 
Gyruathno 
_ HofenesFlace. 
462)2 Ldchweya 

1021, •• 

- fMatahrusNa 





pui 



AbliiiLJurafl 

sgrUg 


mM 




18)2 

10 

108)2 

113)2 

153)2 

100 

30 

147)2 

168)2 

168 

1031? 


W- 


-19* 


+4 

-®>2 


L3* 2* 2*268 




[Rji 

" •: T.". 1*1 

■l.-L'fl 





r/ii] 

r-'Ui 




Tr] 



[•T1 

! ■ ' 1 1 1 » • • i • I'n i 








■lx i 1 . 04 , M, " ■ 






2'T'j 


B _ ! “t j 






7"1 


r- 1. 7" m k 

^Bv^fT! 






WV.Jta 





f AfeBinattTC bwmwnl Uartrat § Ractag price. ' irttroductoi. Far 1 
gMr aymbrOi phan ralar id The LcnOan Shorn Suite now. 


axptanatlon M a* 


7,017*68,708 


-296*42,150 


ISSUE DEPARTMENT 


Notes m dreutation 
Notes in Banking Department 


22*38*06.400 

11,094.600 


+14*74,194 

+5X25*06 


RIGHTS OFFERS 

Issue Amount Latest 

price paid Renua. 1997 

p up date Ugh Lew 


Stock 


Ctostng 
price p +or- 


22^50.000,000 


+ 20 , 000*00 


Other Oowaanmanl securltlee 
Other SecurtBm 


15,023*38,774 +1,702X52*08 

7*28,183*26 -1*82X52*06 


380 P* 27/11 20)2pm 4pm 

21 Ml 25/1 1 4hpm iWn 

pre prerekm. 


Meyer ma 
FLtaogniifan Sys 


17pm - 2 I 2 
1*+t»n 


22*50,000,1 


+ 20 , 000*00 


UK GILTS PRICES 


VV% tat 
PifcsS +/- EB 


tta. 


Lx ctr 
kf fee 


Wl« ABN 

Prtctr W- Em 


da 


lx Cly 

M Ira 


Bft% Aral 
Beta PitaE +/- Ob 


Las nr 

m 


TrwIShucW— ID6L* 

Dak 12X1800 « 

Tw* 9* jpr I999tt I® 5 ? 

naraFleMo1999tt- J*4 

brii lattfcl WN 10B A 

1rat.1lfcl»1» IMft 

Traratipc 1959# JWi 

Cow lOUoe 1889 1®S 


_ BOB *CT0cZ7 

3J5SO JflS JJ19 

6158 SaSOIkM 

-.1 OSS K30S830 

woe uyaHhS 

_ 1*09 JR3JK15 
6*»»k®a0i 


_ 1252 M940flfl 
61 6*60 FalOAttO 
ai 1,798 1^22 KX27 


20. W 1753 
1671273 
22*1799 
22*1399 
681259 
(JWI 
2* 4946 
22*1294 
651268 
3L73B39 
0512(2 


104 

It 

lOSAe 


Ttam+wznw- 

C(D> Spc OTCtt - 
1l9ra«9c2M0.- 

Trara9cc2MM+- 
TrM5R»R*7«« 
liras iCpiMOl- 

qjbj 9 | jf*7t* 1 i4 1 — i 

owstacaDij — * ww 

gch i 2 pc 1996-2— i WSA 
rraatTpeSWW 10DS 


02 

M 

61 

-.1 

02 


1084 


10 s ... 

5*68 EMMS' 

S.I71 JkM#W 

970 HtS£ Ufi2 
9*09 Ja7Da7 

3*00 ooctapJy 

02 4,409 AMBMS 

92 3 *t2Jytt 

02 35 FfelOAUlO 

04 12,750 N)6lM 

_ 105 jyzsjaaa 

02 21 0C11A011 

63 9*00 0b7Jb7 


17J - 
10*1244 
37U90 
135 06 
265 4M 
7J . - 
14*1290 
33 - 

31 J - 
2443031 
.117 - 
• 610 - 
266 • 


TmwIQraSOQS 115* 

iiaw ir&caat-* — irsa 
Tan IDpc 2004 — _f .W 

tarikaS’diK 10B9-4_ -8811 

GawOitfcZOM 11% 

-ItenUooZOMtt: 1MB 

CanrPzDcBOS 116* 

&dr10^gt?005 ^ 12% 

IraaiUlaFC 2003-6 — 127* 

TNittBlzfC 20068 111B 

CW9VBC2HS i non 

imnacum — «»a 

T«B71die2008it 107B 

Trara0pc®2^— ■«« 
Tnn11(iPC3M^-r- IZlS 
TreraB^pc2007tt — lift 

ifcteftflcH vm » 

INK 13^2004-9 _* 134£ 

DmQpeanatt nMr 

Ttaera9pc200B 112* 

Tn» M+P 2010 # — BA 

Q»GpeU<20T1# ' 171% 

TaatSpc 201^4 12233* 


RwsSJgfle 5000-1 mi 
T(8H 71^*2012-15#- 


l1B2i 


2*83 1*9 EMI 

1*90 5et9Nrt9 

23 JWISMflS 
sn JiujyM 
3X12 A525DC5 

6*0D feWBBCB 

4*42 0di9Rri8 

a H20StfiO 
2700 fehSI WkCl 
65 10*13 MW 
0.6 6 W5W5 

67 11*00 JB7EN7 

Q£ 4*00 IMSlB 

2*50 RAO* 

3,1 » M2 M2 

7*01 A16JH6 

9*00 JalW 

. 95 StfOMOS 
5*27 RD30C13 
3*50 wasuB 
<750 1925 M25 
5*73 J)42JB12 
5*00 Fed 

1*00 mo ano 

no jysjazs 


263 1261 

10*1290 
' .65 - 
67*04 
2610 1246 

1553541 

161919(7 

11* • - 
1251295 
2854946 
65 - 
2351143 
2032300 
2691334 
117)33 
7.71339 
265 - 
22 * - 
6101343 

7091338 

1554632 

171345 

6101791 

1*1320 

17.71332 




W8A 


ihoeW (763). IRJj 

2 ^pcin _(nu 5 uef) 

4^C04#_fl35i) 1224 
Zpcoe tra^ 2024 

2 ’apcW (76R 181 


2>2pe11— (743) 1924 

Ttjjicia *03 159B 

2^*10 91 ^ 1724 

PzpclS— .... .iflJ) 168% 

ay=?4# P7 7) 1354 

4ttfD-3B#_WM) 13® 


42 2 

62 619 

02 .2,406 

05 1,150 

03 2*00 

OX 2*25 

OX 3,100 

05 U5D 

65 3*25 

65 6700 

65 3*9 

08 1*00 


ufizmi 

M24Sd24 

HyMikSO 

AtctOcsn 

Jat8 Jyi8 

mimimo 


FalEAriG 

J4264j3 

ApICQclG 

JaI7JyT7 

JHBJJ22 


135 - 

15*1316 
951317 
13.10 1255 
10.71314 
951318 
1411319 
751330 
17.71321 
13101322 
671323 
U 71134 


fet pwanthesaa show RPI Iran far fetdradno, (la 8 

Igauri and tow berai adfemod 10 raftact 

of AW to 100 fa February 1687. Comeraion factor 

6945. ft* far Mrach 1*97; 155X rad far October 1697: 1595. 


OrarMteaUani 

Tiwapcansg 11 W 

Dmlpc201B# 11® 

nmB&smm — «« 

13*2013-17 — i IMk 

Tw»eHp-.yp1f± 1164 


ai M001M7SBZ7 

67 13,717. AffDa7 

07 7*50 f*25«2S 

OX 57 JrtZbltt 
0* ifijBO JK7M7 


22S2SQB 
-2654982 
148(882 
35 - 

265 - 


Othor Fixed Interest 


«rk« And tatnd 
Mta PitaE w- zm due 


tad Or 
m nr 


Sw*ijra»02 * IIVw 02 

%£&■=* a s 

^.SSSn; IS & 


2 DauJiM u - OnOkAK. 


ra Tap' stock- tt Tax-feaetp ri 

cjjatgtd on a Ftitay to Friday batik 


6S7 f«7«7 iu 1349 tarUratSla®# 

BSIMSHlU a* - CSW3«S0C«1M— — W W 

■ 11, 9«7Hy7 2SX - tipg3pc •68A S . 4g5 15 

1*09 JalODttO 3652010 0cart2>t|F- 1* 

S3 JI25425 167 - taa,2bte~^ »* 

*tanfa cn appAcadon. E Auction beate ta dridw*)- Ctoafeg maHtasaa m 
i bjdfcstw* price, 



67 39 A/1 fct 

12 1*09 JaiDrt 
“ 115 AffflBI ■ 

K Ap50c5 
276 5JUpJ)0e 
4T7B Apt Del 


2371239 

165 13E 

22*12(3 

24*1324 

29*1231 

wo TOir: 


Alta Her IpAtfC 2006— 126S 08 

Won W&im 337*2 — 

Lnte 19^*2806— ». Wt -61 

UtePMiVackBid « -iO 

1003*20* 42 -2J 

lltelmter 11^3)07- B9«j 6* 

Nit 1ft. Ax'S 1 K 

HtaMAbfa3%ra2<S1. 192)8 65' 
4l«ttl2ni* 1544 05 1 


100M>245t24 
451*715 *15 

40 SpiOet 
5 lApJffek 
26 IHdaSBOt 
6A*5 De 2S 
25 HriSaf 
GO Ja»Jy» 
9 A03KZ3 


24* - 
26101837 
10* 9146 
1 * - 
15 - 
2953275 
153301 
1693466 
147 - 


ttetem in peutds parCIDO nenM a f stack. UfaaMy pacanteet ctonpaa am 


4 




UK INTEREST RATES 


EXCHANGE CROSS RATES 

Now 21 . BFr OKr FFr 

DM 

!£ 

L 

n 

NKr 

Era 

Pte 

SKr 

. SR- 

£ 

CS 

*. 

Y 

Ecu 

Belgium 

(BR) 

100 

18X6 

1823 

4249 

1257 

4751 

5X84 

19.70 

485.1 

4092 

2128 

3239 

1.642 

itMVt 

2774 

6482 

2X48 

Denmark 

(UKO 

54.17 

■10 

8.795 

2227 

1200 

2574 

2260 

1067 

2662 

2212 

11X1 

21134 

0889 

2.129 

1203 

1892 

1225 

France 

(Hi) 

61.80 

1127 

10 

6987 

. 1.144 

2927 

.1MI 

1614 

3052 

2522 

1227 

2X27 

1211 

2.421 

l-TOO 

2142' 

1207 

Gamany 

(DM) 

2022 

3207 

3248 

■ 1 

0383 - 

8792 

1.127 

4284 

1061 

84X6 

4244 

0812 


0211 

0572 

7127 

0204 

tretend 

m 

5324 

9239 

8.741 

2211 

1 

2558 

2242 

1081 

2662 

220-5 

1124 

2.121 

.0884 

2116 

1X94 

1872 

1217 

tody 

(U 

2,105 

0389 

0.342 

0102 

0.039 

100 

0115 

0X15 

10X2 

8220 

0443 

0283 

0235 

nf¥t5< 

0.058 

7244 

0051 

Netherlands 

5-0 

1820 

3278 

2271 

0287 

0240 

8892 

1 

3208 

9060 

7425 

■ 3254 

0721 

0200 

0719 

0208 

6328 

0X46 

Norway 

(Wr) 

5075 

9288 

8238 

2.461 

0243 

2411 

6773 

10 

2512 

2072 

1069 

1299 

0233 

1295 

1X08 

177.1 

1241 

Portugal 

(ba) 

2020 

3.729 

3279 

0979 

0275 

958.7 

1.104 

3280 

100 

82.73 

4254 

0796 

0-332 

0794 

0560 

70.49 

0X94 

Spain 

(Ma) 

24X2 

4207 

3264 

1.184 

0453 

1160 

1234 

4211 

1202 

100 

5.143 

0262 

0X01 

0960 

0277 

8320 

0297 

Sweden 

(SKO 

47.48 

a764 

7.708 

2202 

0282 

2256 

2294 

9.355 

235.0 

194X 

10 

1.870 

0.779 

1266 

1217 

195.7 

1.191 

Swftzeriand 

(SR) 

2529 

4.686 

4.121 

1231 

0X71 

1206 

1287 

5202 

125.7 

1042 

5247 

1 

0417 

0298 

0704 

8058 

0621 

UK 

(0 

00.92 

1124 

9289 

2254 

1.131 

2894 

3229 

1220 

3012 

2405 

1223 

2X00 

1 

2294 

1.990 

2129 

1.490 

Canada 

(CS) 

25.44 

4.697 

4.131 

1234 

0473 

1209 

1290 

5213 

1262 

1042 

5259 

1202 

0X10 

1 

0706 

88.79 

nro? 

USA 

B) 

38.06 

6254 

5-852 

1748 

0870 

1713 

1270 

7.103 

17B2 

147.B 

7283 

1X20 

0292 

1.417 

1 

1252 

0262 

Japwi 

m 

2626 

5290 

4252 

1290 

Q.SP? 

' 1382 

1266 

5248 

1412 

117X 

6.036 

1.129 

0X70 

1.126 

0795 

100 

0701 

Ecu 

- 

4089 

7247 

8.638 

1283 

0759 

1943 

6234 

8256 

2064 

1872 

8212 

1.811 

0271 

1207 

1.134 

142.7 

1 


LONDON MONEY RATES 

Nov 21 Over- 7 days 

night 


notice 


One Time Sb 

month months months 


One 

yeer 


Belgian Franc 

3ii 

-3,1 

3*- 

3,1 

3h 

- 3lj 

si:- 

3i l 

4,'j 

■3R 

4.1 

41, 

Dantah Krone 

3h 

-3il 


3B 

3 !l 

-3B 

4 - . 

3% 

JA 

3iS 

4)j 

4,V 

Goman Mete 

3» 

-3A 

3 a - 

3*8 

3.1 

- 3,* 

3b - 

311 

3*8 

- 3b 

4.V 

+4 

Dutch GufMar 

3.1 

-3)2 

3A- 

3,1 

311 

-3)« 

31- 

3*8 

313 

■38 

Ah 

(A 

French Franc 

3A 

- 3ft 

3>2- 

3% 

3tl 

-3li 

3»- 

3 IS 

311 

■ 3b 

44 

■ 4 

Portuguese Esc. 

(ii 

-4« 

51,- 

5, 1 . 

5A 

-51, 

5 * 

*A 

5A- 

4J1 

4fl 

J 7 a 

Spanish Peseta 

5& 

- 5 

5) a - 

5.1 


- 5.1 

5 ■ ■ 

4» 

4ii ■ 

■4« 

411 

jJi 

Staring 

7 - 


7,1- 

7A 

7B 

-7% 

?li- 

7B 

8 - 


'"i 

7b 

Swtes Franc 

1>* 

- 1 

III - 

Hi 

iU 

-HI 

24 


H. ' 

■2 A 

2\S 

7)1 

Canadian Dottar 

3) 2 

-3^8 

ail - 

313 

4 - 

313 

4i* 

3SJ 

4>S 

- 4 

4,1 

Ve 

USDokar ■ 

sli 

.57, 

5%- 

5*2 

5» 

•5g 

5«- 

5b 

Ml 

- S53 

6- 

5 ? « 

kalan Lira 

6)2 

-6L, 

63g- 

« 

6^8 

- BZ 

6b - 

SA 

6 - 

58 

S»2 

5H 

Japawee Yen 

*1 

- J 2 

A - 

5s 

13 

-11 

« - 

A 

11- 

‘ tfl 

11 

£1 

Aslan SSing 

4 - 

3)2 

A 

-5 

5)2 

• 5 

5»J 

- s 

54 

■ s 

5>2 

■ 5 


8-63, 7ft-7A 7i-7jl 7»- 7* - 7ft 7l| - 7S 


Wartank Starfing _ .„ ... ... ... 

Sterling CDs - - 7,1 - V» 7* - 7i 7% - 7& 7\ - 74 

Treewry Bda 74 - 74 T4 - 74 

Bank Bite - . 74 - 74 7& - 7* 74 - 74 

Local authority daps. 74-7 74 - 7* 74 - 74 7JJ - 74 73, - 7^ 7» - 74 

Dfacount Mwlcot daps 74 - 7 74 - 7 


Mien tone nw are cal to tha US Dote and Van. Mian; rno days" mare 


(MM) Sim polrito of 1003a 


UK etearing trank besa lendkig rate 74 per cant from Nov 6 1997 

* Up to 1 1-8 3-6 6-9 9-12 

months months months 


44 


Certs of Tn dap. (CIOOJDOO) 24 5>a 5 5 

Carta ofTfen dap. inter Eiatyao la 2>apc. Dapodra waMtraan tor catei iKtpc. 

A>re tondarratoor raareunr on NovSl. 7JJS73PC. ECOO tead rat»EH|.Exprat F»m». MMoa 
up day Out 31, 1BS7. Agraod rate to period Nw 26 1B97 to Dae 23, 1087. Schema ■ OSSpc. 
Marenoa rate far ported Oct 1, 1097 to Oct 31. 1907, Schamas IV 8 V 7-3Mpo Rnanre 
Nous’ Boh Hate 74pc from Nov 1, 1997 



Open 

Senprca 

Change 

High 

Low 

Era. vol 

Opan nt 

Dec 

94.14 

94.17 

+0.03 

94.19 

94.13 

40253 

447,170 

Mar 

94.15 

9422 

+006 

9424 

94.14 

52.833 

433,038 

Jun 

94.10 

94.1? 

+006 

9420 

94.08 

47,319 

351,648 

■ US ntSASUIIY BILL FUTURES (IMM) Sim pe. 100% 



Doc 

94.02 

9427 

+0.04 

94.97 

94.32 

547 

5,422 

Mar 

95-02 

05.09 

+025 

95 09 

9522 

156 

5,587 

Jun 

9520 

95.02 

+023 

95.02 

95.00 

9 

567 


AI Opan tnuraar Rps. an to previous day 


BANK OF ENGLAND TREASURY BILL TENDER 

Nw 21 NW 14 Nw ZT NW 1* 


BBs cd offer 61 00m £iOOn 

Total of awft m m a SSMba £402m 

Total afexaM El 00m E100S1 

MB. accamad bid £96240 £96235 

AAaanod at rata, lenl 95% 90% 


Top accepted rats 
Are. rata of tesourd 
Average yfeU 
Oltar at neat tanfer 
Mil accept bid 23 days 


7*583% 7*793% 
7.0573% 7*774% 
7.1835% 72045% 
El 00a El 00m 


■ farad hr Hew Yrwfc 
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Espot 
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12885 

Irani 

12908 

12861 

3 mfe 

12862 

12812 
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12648 

12600 


FT OUSE to WORLD CURRENCCBS 


Hie FT GUUe to World CurendM 
table can be found on the Markets 
page In today's edUon. 




BASE LENDING RATES 


Arfarn 6 Compraiy 725 
ABad lifeh Bark (GB) 725 
■Henry AnEtraetor 725 
Bonce Btoao Vizcaya 725 
BarkofCypnra 725 
Bank of botand 725 
BankoMntSa 725 

Bsnfcol Sootand 725 
BraclayeBsrte 72S 
BittBktdMdEaat 725 
M0M9ftky>CkiLld 725 
CNbankNA 725 

CtydaadBle Bank 725 
ThaCeepmava Bank725 
Couns&Co 72S 

Cyprus Poputa Benk 725 
Duncan Lawrie 725 


Exeter TruriLnaiad 925 
Financial & Gen Bank BOO 
•Robert Ftemtag 8 Co72S 
-•Gumaao Mahon 725 
Habb Bur* AG Zurich 725 
•Hambrce Bwi 725 
Haritabfa & Gan few Bk.725 
C.HMIO&CD 725 
Hongtamg 8 Shanghai 725 
Investec Bank (UK) Lid72S 
JiBan Hocfeje Bank 725 
•LaapoHJiMtai&SDre 725 
UoydsBank 735 

UdtandBank 725 
NatWeeiminGtar 725 
•FteaBiothn 7.00 
Royal Bkcd Scotland 725 
Soooteh Widows Bank 725 


•Stager SFnedbndar 725 
•Sroihl WtomGon 725 
Sun Barking Corp Laj 725 
TS8 725 

United Bank of fared. 725 
Unity Trust Bank Pfc 725 
W Ntoowsy Laatae 725 
YorietoeBorik 725 


• Members at London 
Lnve ta waa Bartong 
Aaao c ta bon 
■ ta a kiW te b aB on 


TO SAVE THE 
RAINFOREST WE 
PROVIDE TREES 
TO CHOP DOWN. 


in ibe rair&rcst to phrtt trees, WWh 


arc 


the problems tta cause fUbrauioo. 
Where ores arc chopped 


line as j renewable 


Finable in the Impenetrable Forest, 


yeantomumt 

The JifflUmsa Ida trees WWFgzvt 
to the loo! vill^es ire 
rady for Iwrating in caily five yean. 

Where trees nr diqjpd 
down for use a cofisrocnm, z in 


&st growing bol pine fedes. 
The kb behind 


wBefyaabeasetiform. 



Index 



THE KALCHAS GROUP 


CSC Index, the internationa] management consulting 
firm, is pleased to announce its recent merger with 
strategic consultants Kalchas. 


This acquisition brings together CSC Index's expertise in 
business operations, information technolog)' and change 
management with the business strategy capabilities of 
Kalchas. "The combined firm has enhanced its leadership 
position in helping companies achieve ambitious business 
goals through: 


<* 


■■AAQiNATtoia that challenges convention, thrives 
upon diversity and harnesses creativity 


> Balance that embraces business operations, 
information technolog); strategy and culture 




Results that solve a client’s most critical 
problems and realise their most promising 
opportunities 


CSC Index and Kalchas arc wholly owned subsidiaries of 
Computer Sciences Corporation- For further in form alien, please contact: 
Vanessa Warn, CSC Index Ltd, 12 Bloomsbury Square. London WC1A 2LL 


BUSINESSES FOR SALE 


Appear in the Financial Times 
every Tuesday, Friday and Saturday. 


For further Information, or to advertise In this section, 
please contact 


Marlon Wedderbum on +44 0171 873 4874 
or Melanie Miles on +44 0171 873 3349 


~ ! 7?xr Ptot 


'’till: -’T-S v. X- ' •. 
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Highs & Lows shown on a 32 week basis 
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MONDAY 


Europe shapes up 

EU foreign minis ters in Brussels bold 
their first debate on the final shape of 
the plan for enlargement of the Union, 
to go before next month’s Luxembourg 
Summit of EU leaders. They will also 
discuss relations with Turkey - and 
how to deal with its long-standing 
application for EU membership - 
ahead of the EU miss ion to Ankara 
headed by Jean-CIaude Juncker, 
Luxembourg prime minis ter, and Hans 
van den Broek, EU enlargement 
commissioner. Other agenda items 
include the outstanding problems in 
negotiations with Switzerland an a new 
bilateral economic relationship, 
including free circulation of people, 
agricultural questions, and terrestrial 
and air transport links. Sir Leon 
Brittan. trade commissioner, will brief 
minis ters on a looming trade clash 
with the US ova: its refusal to ban 
leghold traps used in the for trade. 

Apec forum 

Leaders of the 18 member countries of 
the Asia Pacific Economic Co-operation 
Forum (Apec) meet for the last two 
days of their annual six-day meeting in 
Vancouver. Their aim will be to 
attempt to restore confidence in the 
wake of the recent financial and 
economic turbulence in south-east 
Asia, possibly setting out a framework 
for closer monitoring of regional 
firmnriai markets. Bill Clinton will try 
to reassure other Apec leaders that his 
recent failure to win authority from 
Congress for Cast-track trade 
negotiating authority has not deflected 
US determination to press for more 
liberalisation in world trade. 

Emmy awards 

The US National Academy of 
Television Arts and Sciences holds its 
25th annual Rmmy Gala at the New 
York Hilton. 

The young ones 

Britain's Industrial Society publishes 
the results of an exhaustive, two-year 
survey of youth attitudes which it says 
reveals a serious and mature 
generation seeking to overcome 
anxieties caused by job insecurity and 
the loss of community spirit and 
determined on self-improvement and 
the reinforcement of institutions like 
traditional marriage which offer 
security. 

On targets 

British deputy prime minister John 
Prescott visits Canberra to discuss 
relaxing opposition to binding targets 
for reducing greenhouse gas emissions; 
he win meet Australian environment 
minister Robert Hfil on Tuesday. 

Law of the land 

The Australian government's native 
title legislation, which has aroused 
controversy by effectively wiping out 
many aboriginal land rights, is due to 
come before the senate. 


Other economic news 

Monday: German consumer 
price data is released during 
the week, with weaker com- 
modity prices likely to keep 
retail prices stable at 1.7 per 
cent annual increase. 
Tuesday: Japan's leading 
indicator of business condi- 
tions is thought to move into 
positive territory above 50 
per cent for the first time 
since May. 

Wednesday: US durable 
goods orders for last month 
are expected to show their 
fifth consecutive monthly 
increase, than kg to robust 
business investment growth. 
The market consensus is for 
a 7.4 per cent year -on-year 
increase. In the UK, the visi- 
ble trade deficit is expected 
to widen. 

Thursday: Weaker domestic 
demand and a run down in 
Inventories could lead to a 
slowing of Japanese indus- 
trial production at the end of 
this year. Analysts at Deut- 
sche Morgan Grenfell are 
anticipating a foil of 0.9 per 
cent in October. 

Friday: The Italian economy 
should show signs of return- 
ing to str ong e r growth. Mar- 
ket estimates of quarter-on- 
quarter growth of 0.4 per 
cent would mean annual 
growth of L6 per cent 
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Legislation before the AustraSan Senate today coted reverse laws that recognise afaori q fci a l rig h t s over fanning land 


Bomb trial 

The trial of some 40 Moslem 
fundamentalists Is due to begin in 
Paris in connection with 1995 bomb 
attacks. 


Survey 

Indonesia. 




Holidays 

Japan, Myanmar. 


I TUESDAY 


Eurofighter decision 

The German 
Bundestag, or 
y j W lower house of 

B^ parliament, 

begins four 

~ jt-JW" days of debate 

l J* j IK on the federal 

IT* budget which 

should finally 
bring to an end 
arguments over Germany's 
participation in the four-nation 
Eurofighter aircraft The defence 
project is due to be discussed on 
Wednesday alongside the Bonn defence 
ministry's budget plans. Despite 
opposition from the Social Democratic 
party, the German government hopes 
to order 180 Eurofighters at a cost of 
DM23bn (E7.9bn). Federal budget plans 
for 1998 and additional measures 
sought for 1997 have reflected the acute 
pressures caused by high 
unemployment, constitutional limits 
on borrowing and the financial criteria 
set for members of the European single 
currency. 


Budget plans 

Gordon Brown, Britain’s chancellor of 

the exchequer, will unveQ. in a 

parliamentary statement his Green 
Budget a pre-Budget report outlining 
plans for UK fiscal policy. The report 
will not contain any immediate tar 
rhang ac and measures announced in 
next year's Budget will not be 
backdated. Treasury officials say it will 
be a consultative document. infonHuH 
to start a national debate. Details of 
the statement are sketchy, but early 
indications are for seven main sections - 
based around a main theme of 
"building a modem, flexible economy", 
as well as updated forecasts for public 
finances. The government’s annual 
public borro win g requirement is 
expected to be revised downwards from 
its prediction of £l05bn ($18.4bn) made 
In the last Budget The report will 
inrfnrie an outline of the government's 
principle of fiscal management, 
drawing on New Zealand legislation on 
"fiscal responsibility”. .There will also 
be major sections on developments in 
the labour market, welfare reform and 
fenortirm. Hie government is also 
expected to issue several consultation 
papers during the week. 

Nomura trial 

Hideo Sakamaki, former president of 
Nomura Securities, goes on trial in 
Tokyo charged with making payoffs to 
corporate racketeers. 


Working party - 

The city of Kobe, newly rebuilt after -' 
the 1995 earthquake, plays host to a 
four-day gathering of labour ministers 
from the G7 countries plus Russia, who 
will be discussing employment issues 
and unemployment. Most wiE envy 


Japan’s low unemployment rate, but 
the lack of flexibility in Japan’s labour 

mnrkpt is alcn the fOCUS Of eriticnairi fa 

world forums. 

Surveys 

Broadcast Media; Greece. 

Holidays 

Bosnia & Herzegovina, Surinam. 


I WEDNESDAY 26 I 


Sunny outlook 

The Euro pean Commission is likely to 
debate proposals for a major increase 
in the use of solar energy, with an 
additional lm rooftop solar panels by 
2010. as pressure grows on countries to 

mafep big nrfrg fa i-grhfm dioxide 

emissions. 

Big oil meeting . 

Ministers of the Organisation of ■ 
Petroleum Exporting Countries bold 
their annual meeting in Jakarta. ■ 

Survey 

Private Banking (except UK}. ■ 

Holiday 

Mongolia. 


THURSDAY 


Artforsale • 

Prices for modem British art are rising 
in reponse to a stronger economy, and 
the auctions at Sotheby's and Christie’s 


this weekin London reSectthisiti the" 
hlglw fnrai W Q pi itrpif on the hpat 

pictures. At Sotheby's on Wednesday 
“The Regatta” by the northern 
primitive, L.S. Lowry, could set a 
record for the artist if it sells at its 
£300,000 ($507,000) high forecast, while . 
Christie’s is offering eight works by the 
same artist the next day, including 
"Industrial Landscape”, which could 
make the same sum, Other major lots ' 
include "Maying golf at North , 
Bewick" by Sir John La very, which - 

could approach £500,000 at Sotheby’s, 
while Christie's expects to sell a . 
wartime portrait of Winston Churchill 
in his "siren” suit by Frank Salisbury, 

for over £100,000. - 

Crime lesson 

The Keidanrea, 

. the Japanese. 
f4k • Federation of 

hasbnriteda 

specialising in 
or ganised crime 
control to teach the cream of Japanese 
industry leadsers how to deal with 
with sokaiya, or corporate racketeers. . 
Several chief executives of major 
Japanese companies have been 
arrested after a series of sokaiya 
scandals. Representatives frona 
industry associations are expected to 
attend the convention. 

Single vision 

EU ministers will discuss the state of 
the single market at a meeting in - 
Brussels and consider p rogress 
achieved under the European - 
Commission’s Rfagfa Market Action 
Plan. The plan was drawn up earlier 
this year by Mario Monti, the single 
mar ket commissioner, and is designed 
to address those areas where goods and 
services are still encountering - 
obstacles to free circulation within the 
15-tmtianblock. 

Survey 

International Banking in London (not 
US). 

Holidays - 

Cuba. Gu^ Puerto Rico; United _ 

States. Virgin Islands.. 


FRIDAY 


Green view' 

Environment ministers meet in 
Helsinki as part of the “Barcelona 
process” of co-operation between, the 
EU and 12 Mediterranean countries. 

Golf • 

Melbou rne: Australian PGA 
nhjiTwpinngfap Xaiirinn, Japan: Casio 
World Open. 

Tennis 

Davis Cup final, Gothenburg: Sweden v 
USA (to Novembers®. 


Surveys 

Enow Efficiency Private tonkin* 

(UK only). 

Indonesia. Iran. Liberia. 
Malaysia. Mauritania. Panama. 


SATURDAY 


North v South 

take 

on New Zealand at Wembley. 

End of term 

Jim Bolger's term as New Zealand 
prime minis ter formally ends. 

Holidays 

nhaA Liberia, Vanuatu, Yugoslavia. 


SUNDAY 


Hondurans vote 

Hondurans go to the polls to choose 
their next president and members of 
Cong ress in an election. Polls show the 
current head of Congress, the Liberal 
party candidate Carlos Flores, running 
ahead of National party representative 
Nora deMelgor. Flares would be 
ex pected to continue the "moral 
revolution" implemented by the 
current Liberal administration of 
President Carlos Roberto Reina. which 
has resulted in a slow move away from 
military control. Though Melgar’s 
party is more closely associated with 
the ■military, she is also viewed as more 
open to neo-liberal economic reforms. 

Ecuador reform 

Ecuadorians will elect a national 
assembly to reform the constitution. 
Opinion polls show the market 
orientated Social Christian party is 
likely to form the largest block in the 
70-member assembly without an 
overall majority. Key reform issues up 
for discussion by the assembly, which 
will run from December 20 to April 30, 
Include improving goveroahility. the 
role of the state and private sector in 
the economy, and indigenous peoples' 
rights. In a taste of political in-fighting 
to crane, assembly candidates have 
already attacked Congress’s decision to 
embark on its own constitutional 
reform last week. With presidential and 
congressional elections due in May. the 
assembly may also pnd up as their 
campaign platform. 

Short talk 

President Boris Yeltsin meets German 
Chancellor Helmut Kohl at his 
residence near Moscow for one day of 
talks. 


Holiday 

Yugoslavia. 


Compiled by Roger Beale. 
Fax: (+44) (0)171 873 3196. 
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g coaomlo 

SMfcttfe ' • ’ ■- • 

Sep inter securities transactions . 

Sep retail safest 

Oct treasury budget 

Sep coincident index - 

Sep tending differentia] Index 

Oct consumer price tedex final* 

Oct consumer price Index final"* 
Sep retail sates (real)** 

Oct trade balance, ratf . 

Aug fi x we igh t employee earnings** 
Nov consumer confidence 
Nov NBcWgen a a ntlm e n t finaf* 

Oct household consumptiont 

Sep globte vfafcte trade .. 

Oct ex-€Uvfafijte trade 


<£-€75m 


Oct UK harmonised consny price Index ‘ - - 
Q3 gross domestic product prefiminwyS^W 
Q3 gross domestic product price indaxt.4ft' 
03 after tax corporate profit 22% 

Oct industrial productn price index* 0.036 
Nov agricu&ra prices . * 

03 private new captial expenditure - -Q53i 
Nov industrial survey’ " - - - -20 - 

Oct Bank of J apan corp srvs prices** ~ - y ■ 
Nov wttste prt todx (Second .10 days} ' 


ACROSS 

1 Sorry to have produced such 
cheap sounding accommoda- 
tion (8) 

5 Lots of books - just one 
sheet about sous CO 

8 Attack spy involved with aid 
Man (8) 

10 When the goddess comes 
back to the satofs place (6) 

12 Said to put a stop on the 
mazzey older? It’s valid for 

anoth e r occasion (4 JSj 

13 Fix the blame on a game of 
snooker (5) 

14 Sent off home (4) 

16 Livingstone for example 
lives in the wild and talks 
noiweniie (7) 

19 Space weapons can make us 
angry (3,4) 

21 Express regret at losing tune 
at the landmark (4) 

24 Mother embraces a new 
name for her food (5) 

25 Want an MG? Get involved 
with coterie working at 
shapes (9) 

27 Marat wear fewer clothes (6) 

28 Puts Ruth Into forward 
drive? (8) 

29 Stop society interrupting a 

believer (6) 

30 Stir the food (8) 


DOWN 

1 Investigate about primate, 
feeling somewhat thin (6) 

2 Det ecti ves dos ed Biggs up 
and out of Scandinavia (61 

3 Causing rfwrfh of team caught 
following transport officer (5) 

4 Beginning (0 develop a new 

6 Getting rid of surplus flesh? 
But It will take years (9) 

7 Upsets a man fighting with 
new state (8) 

8 Fit to peel one off in front of 
three leading psychiatrists 
( 8 ) 

11 Second child is a slip (4) 

15 Actors doe to become teach- 
ers (9) 

17 Complained that good spirit 
had lost essential fluid (8) 

18 Good to involve many good 
people into becoming acro- 
bats (S) 

20 No fuel over to cook the 
cereal? (4) 

21 Sign that No 1 Corps, being 
nameless. Is in trouble (7) 

22 Quarrelled and raged horri- 
bly about the university (6) 

28 Namely, they cut out? On the 
contrary, they out cut! (6) 

26 Gas found deposited beside 
the Red Sea (5; 
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MONDAY PRIZE CROSSWORD 

No.9,540 Set by ADAMANT 

Six botfles of Dsvys Oeldnation. Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable in person or by post.. Ihese prizes are available 
only to winners li vi n g in Rn gfond, Scotland and Wales. Winners with 
ovoseas addresses will reedve a set of silver-plated place ramp bases 
and cards. Solutions by Thursday December 4, marked Monday Crosa- 
word 9340 an the envelope, to-the Financial Times, 1 Southwark Bridge. 
London SKI 9HL. Solution cm Monday December & Please allow 28 days 
for delivery of prize*. 


MORSE 


WORLD EXCLUSIVE! 


Network 

Computing 

The True Facts Revealed 


>0236- 

: 2UW6V-;- 



The computer industry is typicafy big on 
hype and short on facts. No more so 
than with the confusion it has created 
over thin efients 1 , or network computers. 

Morse can explain what is possible with 
today's technology. We can show you 
NCs running business applications fike 
SAP and Orada And we can help you 
take tie first steps in putting this 
technology into use. 

Please cal) us to receive an information 
pack, or to arrange a visit to ow 
Enterprise Computmg Centre. 





0800 22 88 88 


WINNERS 9.540: E. and N. Dentsch, Cbeadle, Cheshire; 
M. Flack, SawstxHL Cambridgeshire; W. Laurie, Enfield, 
Middlesex: Ms B. Walker, Bancroft, Milton Keynes. 


Solution 9,528 


laasozia BomBmsou 

In □ [3 B □ Q 0 
Inarnnan [nn^HnBnnl 
Id a h □ zi □ □ b| 
lanoananD utoontaBl 
p o a □ b n m| 
[□tana BaaaaanBQBl 
□ b q n b o 
isanQiiBQaBB □□□□! 

a a n □ h b a 
laaEnaraa □□□□□nonl 
|J 3 □ fl f 3 R □ E I 3 | 
□aasaanB □aanaBl 
B 0 0 Q H Q El 
Inaaounnia nratSBUOl 






















